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7 ACID TEST of credit responsibility is ledger expe- 
rience—accurate, impartial and up-to-date. It tells you 
when to put on the brakes— indicates what action should be 
taken to hold your losses to a minimum. 


Credit Interchange is the logical and most effective medium for the 
exchange of ledger experience. Its conveniently tabulated reports 
cover ail lines of industry—in al] parts of the country. 


Join the thousands of Credit Executives who improve their records 
through Credit Interchange. Ask the Bureau serving your area for 
full information —or write 
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NATIONAL ASSOCIATION of CREDIT MEN 
1154 Paul Brown Building ... ST. LOUIS 1. MO. 
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How Much Can We Give? 


At no time in history has so much of the world been dependent 
upon one nation. The United States is that nation. 


It can be fairly stated that our people desire to contribute their 
share and more in a world recovery movement. They want to do 
everything possible to help ensure peaceful conditions. They have 
but one reservation and that is that the measure of their helpfulness 
be not so great as to impair their own economic health. If economic 
conditions here become chaotic, then there is little hope for the world. 


Credit and money are merely yardsticks of values. The aid we 
give is expressed in material things. We want to be generous; but 
neither we nor the world can afford that generosity bring about our 
own impoverishment. 


What can we afford to do without tearing down our own living 
standards or wantonly depleting our own resources? Confronted with 
this problem in business you would want to strike a balance sheet. 
You would weigh your assets and liabilities and determine your 
financial capacity to embark on a given program. In private oper- 
ations there has been a consistent trend toward the development of 
more accurate and informative balance sheets. In government 
operations, however, our balance sheets have become more confused 
and more difficult to evaluate. In truth, there has been no accurate 
balance sheet for this nation. 


The time has come when we should develop this financial picture. 
Having it before us, we will be much better able to judge our ability 
to do a constructive job in world recovery. The assets and liabilities 
of this nation can be stated with reasonable accuracy. It is time we 
do this so that we can put forth a consistent program, one to which 
we can adhere. If we do this, then our commitments can be fulfilled 
and our aid in helping world recovery will be clearly defined and 
make for world stability. © 









CREDIT AND FINANCIAL MANAGEMENT, June, 1947 











et A T LENGTH, my good friend, I am 

A arrived at the land of my nativity; 
and I bless God that it is also the land of 
light, liberty and plenty. My emotions can- 
not be described.” 

















The library where Jay read, wrote and died 


This sentiment, written to a friend by 
John Jay upon his return from nine months 
abroad, is indigative of the love and devo- 
tion this great statesman held for his coun- 
try and home. His life had been dedicated 
to loyal service as a member of the Conti- 
nental Congresses, special envoy to Great 
Britain, Minister to Spain and Governor of 
New York. His greatest moment had come 
in 1789 — his appointment by George 
Washington as the first Chief Justice of the 
Supreme Court of the United States. 

When, in 1800, President John Adams 
nominated Jay as Chief Justice for a second 
time, the appointment was declined. The 
jurist was determined to withdraw perma- 
nently from the public life he had faith- 
fully served for twenty-seven years. 

That John Jay should retire to Bedford 
House, his country estate of 85,000 acres 
at Katonah, New York, was the natural ful- 
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fillment of a long-cherished dream. 
Affairs of state put aside, he could 
devote his time in full to rural 





neighborhood interests, his family 
and the development of his farm. 
An early riser, he cut a hole 
in the solid shutter so that 
the sun’s first rays might 
awaken him. Weather per- 
mitting, he would ride 
by horseback about the 
grounds, supervising the 
labors of his farm hands. 
John Jay was especially 
fond of his house, a hand- 
some structure of wood 
which he built in 1800. It is situated on ris- 
ing ground backed with lush woods and a 
beautiful lawn at the south front which 
commands a pleasant view of Long Island 
Sound. The original house 
stands today with only the 
addition of several rooms, 
and its present owner takes 
pride in keeping up its ap- 
pearance as her great-great 
grandfather, John Jay him- 
self, would have had her do. 





“It always gives me pleasure to see trees which I have reared and planted” 





Our first Chief Justice 










He died in 1829 in the library of Bedford 
House where so many hours had been spent 
in reading and correspondence. As a states- 
man no less than as a private citizen, John 
Jay was governed by the highest moral prin- 
ciples and unswerving de- 
votion to duty. Public office 
to him was a public trust. 
Upon his death a contem- 
porary jurist said, “Few men 
in any country, perhaps 
scarcely one in this, have 
filled a larger space, and 
few ever passed through 
life with such perfect puri- 
ty, integrity and honour.” 

The Home, through its agents and brok- 
ers, is America’s leading insurance protector 
of American Homes and the Homes of 
American Industry. 


* THE HOME « 


‘NEW YORK 


AUTOMOBILE « MARINE 










BANKRUPTCY AND THE COURTS 


“The Vultures Are Again On The Wing 


By The Honorable 
JOHN C. KNOX* 






Senior Judge, United States District Court in the Southern 








about bankruptcy and its relationship to the Fed- 

eral courts, my field of discussion would have 

been as barren and empty as the Mohave desert. 
At that time, my court—so far as insolvencies were con- 
cerned—had almost ceased to function. Indeed, never 
before in history “had so many persons owed so little 
to so few.” Furthermore, business prospects were rea- 
sonably bright. Hopes were high and confidence strong. 
For this there was good reason. A new Congress had 
come to power, and we were enthusiastic as to what it 
might accomplish, if only it would. We entertained the 
thought that taxes would be reduced and labor re- 
strained. We believed, also, that wasteful extravagance 
would cease, and the national budget be cut to the bone. 
But, alas and alack; personal and partisan political 
considerations became predominent in Washington, 
and as yet, none of these objectives has been attained. 


= If, five or six months ago, I had chosen to talk 
we 


More Bankruptcies Imminent 


This lack of major achievement upon the part of Con- 
gress has served seriously to impair the confidence on 
which business enterprise had relied so strongly. The 
threat of strikes, the prevalance of extortionate prices, 
the cancellation of orders, the fear of lessened produc- 
tion as well as the absence of tax relief, gave rise to 
feelings of foreboding, uncertainty and even fear upon 
the part of our people. As each of us is aware, these 
are the seeds from which bankruptcies grow. Some of 
them have already taken root and insolvencies have 
begun to increase. Unless conditions quickly change, 
we may harvest a bountiful crop. 

If this comes about, the credit men of American busi- 
ness houses, along with the Federal courts, are likely 
to have a busy summer and fall. I am hopeful, of 
course, that we may be spared a severe business depres- 
sion. There are some indications, indeed, that wide- 
spread disaster may be avoided. Savings bank deposits 
continue to increase. The rate of increase, neverthe- 
less, is definitely lower than it was a year ago. The 
settlement of the wage disputes between labor and man- 
agement in the steel and automotive industries is a 
hopeful sign. It is also one in which we may take satis- 
faction. We should not forget, however, that the value 
of inventories, if we are not to have serious inflation, 
is bound to decline. The extent to which this decline 
will affect the financial stability of over-extended busi- 





“Address delivered before the National Convention on May ‘12. 
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District of New York 


ness houses is something on which you can speculate 
with greater certainty than myself. 


Credit Men Determine Future 


As a matter of fact, the credit men of this nation, 
more than any private individuals I know, will deter- 
mine whether the people of this land are to be pros- 
perous and happy, or be distressed and stricken with 
poverty. 

If you grant credits unwisely and with too great lib- 
erality, trade will expand unduly. Then we shall wit- 
ness the excesses that characterized the era which ended 
in 1929. Inevitably, such excesses, if they ever occur, 
will have a day of reckoning. The distress of that day 
will be commensurate with the excesses that you coun- 
tenance. If you shall be consumed with fear and 
trepidation; if you reach the conclusion that all men 
are dishonest and without sound business concepts, 
the trade of your house will fall away, and its business 
become moribund. It will be headed towards the bank- 
ruptcy court, and you will be out of a job. By all this, 
I mean to say, that nothing in the world is more im- 
portant than wisely extended credit. There is nothing 
which so intimately touches the lives of all our people. 
Credit is the life blood of business activity. Without 
it we perish. Supplied too freely, we die of gluttony. 
Given wisely, it nourishes the needs of humankind. 

What are you going to do with the credit that you 
may grant or withhold? I don’t suppose you are en- 
tirely sure. Certainly, 1 am not. This much, however, 
is certain. You will need the best judgment and the 
soundest sense with which God has endowed you. You 
can’t be arbitrary. You can’t measure credits by a rule 
of thumb. You can’t place implicit reliance on a finan- 
cial statement. You will need to know the character 
and ability of the man who makes a financial statement. 
Is he honest? Is he in a good neighborhood? Has he 
shown sound judgment or is he hidebound? These 
questions and many more, will be presented to you 
for quick determination. 

Furthermore, you will need to forecast the disposi- 
tions and possible actions of John L. Lewis, William 
Green, Philip Murray and Walter Reuther. In your at- 
tempt to do this, you have my sympathy. Each of them, 
to my mind, is unpredictable. Still further, you will 
have to give attention to the portents of the political 
skies. The national conventions already loom upon the 
horizon, and who will be the. candidate of the major 
political parties? Moreover, the strain that:now exists 
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with respect to our relationship with Russia is some- 
thing that must be considered with care and circum- 
spection. For how long, also, shall we have to feed 
and finance the peoples of central and southern Europe? 
Your job, gentlemen, is more difficult than my own. 
Nevertheless, upon your conclusions the trade of your 
house, as well as the country’s well-being, will depend. 


Vultures on the Wing 


So far as my court is concerned, I wish only to say 
that we anticipate a substantial increase in bankruptcy 
work. Already there are indications that carrion will 
soon be available. I mean by this that the vultures that 
preyed on insolvent estates a decade or so ago, are again 
on the wing. In other words, fly-by-night collection 
agencies, creditors’ committee rings, together with dis- 
honest lawyers, are now circling the sky. They are 
anticipating the financial distress of many business 
houses, and they are ready—if permitted to do so—to 
sink their talons into the luscious flesh of some fat 
bankruptcy carcass. Within my files today there is 
ample evidence to substantiate the statement I have 
just made. 

If it be the fact that bankruptcies are to increase sub- 
stantially, and if the financial vultures settle on the 
steps of the federal court at Foley Square, their preda- 
tory purposes, to the extent of my court’s strength and 
ability, will be fully frustrated. We shall exert all our 
power and energy to see to it that bankruptcies within 
this district are fairly, honestly and efficiently adminis- 
tered. But, if this is to be accomplished, my court must 
have something more than the confidence of honest and 
responsible credit men. It must have their complete 
cooperation, together with their affirmative support and 
aid. 


Check Solicitors Carefully 


A few days from now, most of you will have re- 
turned to the cities and towns from which you came. 
Upon getting there, I ask each one of vou to give a 
message to the head of the house you represent. Tell 
your executive that he will subject himself to real dan- 
ger if ever he entrusts his proofs of claims and powers 
of attorneys to any person or organization with whose 
integrity and standing he is unacquainted. If he should 
be solicited so to do, and such solicitation is as certain 
as the day, let him investigate the character and stand- 
ing of the solicitor. If your executive fails to do what 
I suggest, he may well serve to arm a dishonest man 
with an indicia of authority that may be productive of 
fraud, chicanery, and substantial loss. In other words, 
the attorney-in-fact of your house—unless he be care- 
fully chosen—will be enabled, if so disposed, to vote for 
or against a reorganization when it may be to his prin- 
cipal’s advantage and interest to do otherwise. Fur- 
thermore, if one of these unknown attorneys-in-fact is 
authorized to collect the dividends that may be awarded 
to your firm as a creditor of an insolvent estate, its orig- 
inal loss may not be its last. 

Gentlemen, I have sat on the District Court for more 
than a quarter of a century. It is a post wherein one 
sees strange happenings and bizarre phenomena. But, 
over the years, one of the things that has most amazed 
me is the readiness and carelessness, with which astute 
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and responsible business men arm unknown, incompe- 
tent and possibly dishonest, persons with all the rights 
and privileges that belong to the creditors of a bank- 
ruptcy estate. If, and whenever a creditor follows this 
procedure, he does much to paralyze the arm and_palsy 
the hand of the District Court. I say to you, in all 
earnestness and sincerity, that unless creditors in bank- 
ruptcy proceedings are at pains to protect themselves, 
the federal courts may lack the statutory authority to 
save them from themselves. Please, I implore you, and 
at all times, keep this thought in mind. 


Chandler Act Effective 


Should it come to pass that the District Court will be 
inundated with bankruptcies, it is comforting to know 
that we are fairly well equipped to withstand the flood. 
The Chandler Act of 1938 is now at our disposal. In 
bringing about the drafting and enactment of that legis- 
lation, your Association played a creditable and influen- 
tial role. While this statute, like many others, is not 
letter perfect, the courts have found it to be a tool that 
is both workable and reasonably efficient. It is the out- 
growth of the administrative difficulties and the ex- 
pensive character of the original 77-B proceedings. In 
enacting the Chandler Act, Congress, as it were, divided 
insolvencies into different categories, and in doing this, 
the National legislature was well advised. The pro- 
visions of law by which the various types of insolvencies 
may now be handled admit of greater flexibility in ad- 
ministering individual cases. In addition, administration 
expenses are less costly than they once were. 

Insolvent business establishments most frequently 
seek relief under the Arrangement proceedings that are 
covered by Chapter XI of the Bankruptcy Act. 

Prior to the advent of the Chandler Act, small manu- 
facturers and even storekeepers who got into financial 
difficulties, were faced with heavy expense and involved 
proceedings—entirely out of line with the importance 
of such insolvencies. Today, however, this is no longer 
required. Under Chapter XI, the ordinary commercial 
debtor—upon full compliance with the statute—may ex- 
tend the time within which to pay his unsecured obliga- 


_ tions, or he may, if it be desirable, scale down his un- 


secured debts. One beneficient feature of Chapter XI 
is that it gives jurisdiction to the court, in which a 
petition is filed, to deal with the debtor’s property 
wherever it may be found. The court is thus enabled, 
with a minimum of confusion, to effect a speedy and 
economical composition of the debtor’s liabilities, and 
at the same time, adequately protect the creditor body. 


Creditors’ Meetings 


In proceedings of this type, an early meeting of the 
ten largest creditors of the debtor may easily be had. 
This conference is designed to bring about a frank dis- 
cussion of ways and means by which the assets of the 
estate may be safeguarded and preserved. The monies 
owing to these 10 largest creditors usually comprise 
more than 50% of all claims listed in the schedules. 
They have, therefore, a substantial interest in the case. 
If it be the concensus of opinion that the debtor is 
honest and upright, he is frequently left in the unre- 
stricted possession of his assets. Should his honesty 

(Continued on Page 22) 





CAPITALIZING ON CAPITALISM 





Dynamic Stability Needs The Genius of All Din Citizens” 


by PAUL G. HOFFMAN 


President, The Studebaker Corporation, South Bend 
Chairman of the Board of Trustees, Committee for Economic Development 


Heimann, to speak before the annual convention 
of the National Association of Credit Men was 
embraced by me enthusiastically for three rea- 
sons: First, it provides me with an opportunity to thank 
you for the effcetive support you have given the Com- 
mittee for Economic Development. Second, I want to 
congratulate you on the contributions that you have 
made to the success of many thousands of businessmen. 
Many men heading big businesses today owe much to 
some credit man for the sound counsel they received 
as they were starting their enterprises. I can testify 
personally as to your capacity as educators because I 
benefitted much by the friendly advice given me by 
the credit manager of James B. Clow and Company 
in Chicago some forty years ago when he granted me 
a $350 line of credit. Third, I want to urge you to 
accept a new educational responsibility. I am going to 
discuss with you “Capitalizing on Capitalism.” I am 
counting on you to help promote an understanding of 
the kind of task that is, and also to urge quick action 
for its accomplishment. It seems terribly important to 
me that we get on with this task without loss of time. 
If this battle for the maintenance of capitalism in- 
volved only the preservation of a particular system for 
carrying on trade and commerce, I would not be so 
concerned. However, I am thoroughly convinced that 
unless we maintain private competitive capitalism in 
this country we will lose our freedoms, because freedom 
can be enjoyed only in those countries in which demo- 
cratic capitalism prevails. This, of course, can be easily 
proved both on the basis of the historical record and on 
the basis of objective analysis. 


a The invitation from my old friend, Henry H. 
w 


Let Us Define “Freedom” 


Before offering such proof, we should, first of all, 
have clearly in mind what we mean by “freedom.” 
Contained in our concept is, of course, the absence of 
restraint—“Don’t Fence Me In.” Also present is the 
absence of unwarranted intervention—we don’t want to 
be pushed around; every veteran will testify to this. 
These are negative elements, but there is a positive ele- 
ment as well. Consciously or subconsciously, we know 
that we are really free only when the conditions which 
surround us permit us to make full use of our capa- 
bilities as individuals—and to grow and develop to our 
full capacity materially, intellectually, and spiritually, 


* An address delivered before the National Convention on May 13. 
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again as individuals. It is this positive element in our 
concept of freedom that thrills us and makes us willing 
to fight and die, if necessary, to maintain it. 

Now, here is the historical record: Since the begin- 
ning of the Christian era some 40 billion people have 
lived on the earth. Less than three per cent of those 
40 billion people, or about one billion, have led free 
lives. The balance had their lives ordered for them 
either by ancient tribal chiefs or modern dictators. 
That fortunate billion who have known freedom have 
lived for the most part in the United States, the British 
Empire, and certain of the western European states— 
all capitalistic economies. 

Even a casual analysis of capitalism and collectivism 
reveals the reason why freedom flourishes in the one and 
withers in the other. In all collectivist economies the 
idea prevails that dictators or bureaucrats can some- 
how or other better order the lives of individuals than 
individuals can order their own lives. That, of course, 
has been the prevailing idea since the beginning of time. 
In contrast, the new and revolutionary concept of a 
capitalistic economy is that individuals, if given oppor- 
tunity for a full expression of their abilities, can bring 
about a better standard of living and a better social 
order for themselves. What I have said holds true for 
every form of collectivism, whether it be fascism, nazi- 
ism, communism, or socialism. The case against the 
totalitarian states, of course, is clear as crystal. In 
every such state, past or present, freedom of the individ- 
ual is under constant attack or totally non-existent. 


The Case Against Socialism 


The case against socialism is not so obvious, but it is 
just as strong. It is not so obvious because many states 
which fly the socialistic banner have not carried out 
the socialistic doctrine which, among other things, calls 
for ownership by the state of all means of production, 
including industries engaged in manufacturing, trans- 
portation, and communications, as well as financial in- 
stitutions. A state is not necessarily socialistic because 
it engages in some public enterprise. As a matter of 
fact, all states, including ours, engage in some public 
enterprise and should in those exceptional situations 
where it can best serve the public interest. But we must 
differentiate sharply between the state which is carry- 
ing on some public enterprise and the state which has 
undertaken seriously the attainment of the socialistic 
objective of complete governmental ownership. When- 
ever that happens, long before the final goal is reached, 
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civil liberties are either impaired or obliterated and re- 
ligious freedoms are curtailed. That’s what happened 
in Italy and Germany. That’s what may happen in 
England if that country carries out a full program of 
nationalization. It may happen because power breeds a 
lust for more power. If you put into the hands of gov- 
ernment bureaucrats not only political power, but also 
power over the way in which men make their living, it 
is only a short step toward control over the way they 
live. 


In Defense of Capitalism 


If you agree with me that only by preserving our 
American system of capitalism can we keep the outlook 
for freedom bright, then the greatest responsibility faced 
by you and me is to fortify our capitalistic system 
against either frontal or flank attacks by capitalizing 
to the fullest extent on its potentialities. We have 
every right to deep gratification in its record to date, 
but we should remember that there are still too many 
people whose incomes are low, whose opportunities are 
limited. We should also remember that the ultimate 
test of any business system is what it produces for the 
average man. Therefore, our answer to the critics of 
capitalism should not be a recital of past accomplish- 
ments, but rather a plan of action for so improving the 
effectiveness of our system that ti will yield ever-tn- 
creasing opportunities for more and more of our people. 
Before we can determine upon that plan of action, we 
should take a long, hard look at our system to find out 
what makes it tick, what has made it strong, what its 
weaknesses are, and how they can be corrected. 

The first major characteristic of our economy is its 
dynamic productiveness. Since the turn of the century 
one great invention after another—the automobile, the 
radio, the airplane, and numerous others, has given a 
start to new industries which have grown into giants. 
We have perfected the techniques of mass production, 
streamlined distribution, and modernized our merchan- 
dising. We have seen the income of the average Amer- 
ican family doubled, and for the second time in a gen- 
eration the dynamism and high productivity of Ameri- 
can industry have proved a decisive factor in winning 
a World War. 

The second major characteristic of our economy— 
and this has been its greatest weakness—is its instabil- 
ity. During the past 100 years there have been no less 
than 26 business depressions, culminating in the boom 
of the 1920's and the bust of the 1930’s. 

I propose to give you my ideas as to why our econ- 
omy.has been dynamic and why it has been unstable, 
then to outline briefly how we should go about devel- 
oping a program aimed at protecting and enhancing its 
dynamic productiveness and moderating its tendency 
toward booms and busts. 


Economies Depend on Individuals 


Assuming adequate natural resources, the dynamism 
of an economy will depend substantially on the extent 
to which the potentialities of its citizens are realized, 
upon how much use is made of their natural inventive- 
ness and resourcefulness, and upon how well they work 
together. We in the United States have outstripped the 
world in productiveness because our economic system 
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subjects us to pressures that have made us, as individ- 
uals, work hard, think hard, and work together quite 
well. We have worked hard and thought hard because 
there have been rich rewards for so doing, and mild 
penalties for inaction. Rewards are the most powerful 
influence—in fact, psychologists have discovered that 
rewards have nine times the pulling power of penalties, 
and the psychologists also warn against excessive fear 
as a penalty because fear corrodes and does not stimu- 
late. It is healthy for people to be concerned about 
their future—dangerous for them to be fearful. 

Of course, the opportunity to use rewards and pen- 
alties most effectively lies in the field of private enter- 
prise. Private enterprise has greater freedom in offer- 
ing incentives to its workers and to its management. 
It is not bound by an intricate mass of governmental 
and bureaucratic regulations. Private enterprise also 
gets a greater stimulation as a result of the impact of 
penalties upon people. For example, if a private enter- 
prise is inefficient, it can go broke and quickly. That’s 
a penalty that means something. No one wants to go 
broke. To avoid going broke, management will think 
hard and work hard. It is because private enterprise 
has this opportunity, through rewards and penalties, to 
realize more fully on the potentialities of the people that 
private enterprise must continue to have a predominant 
role in our economic system if we are to keep it dynamic. 


What Causes Instability? 


Next, let us consider the question of why our econ- 
omy has been unstable. . The answer is simple. In- 
stability in our economy results from instability in effec- 
tive market demand. But the answer to why market 
demand is unstable is not simple. It is very complex 
indeed. Market demand for goods and services is, of 
course, made up of the combined demands of individual 
customers, business firms, and the government. At any 
given time market demand depends upon (1) how much 
cash or credit is available to customers, businessmen 
and the government, and (2) how much of that cash or 
the proceeds of that credit they are willing to spend for 
goods or invest in business assets. 

That is clear enough, but involved in the determina- 
tion of how much cash and credit is available to cus- 
tomers and business firms are such “minor” matters as 
income distribution, tax policies, credit policies, and the 
status of international trade. Involved in the determi- 
nation of how much cash and credit is available to the 
federal government are decisions of the executive branch 
and of Congress. 

Complex as are the problems dealing with the matter 
of availability of cash and credit, they are nothing as 
compared with those which determine the willingness 
of customers and businessmen to spend and invest. 
Here we run directly into psycholoyical factors. In- 
dividual customers quite often have enough cash or 
credit to keep market demand stable but are not willing 
to spend this cash or credit. Paradoxically, this ques- 
tion of willingness of customers to spend becomes a 
more significant factor with every increase in our 
standard of living. When you give thought to it, the 
reason is obvious. If most of us are just barely able 
to earn a minimum living, we will have little choice as 
to what we buy or when we buy it. Our money will 
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go for food, clothing and shelter that we have to have 
regularly. On the other hand, the more money we have 
beyond what we must use for basic needs, the more 
chance we have to choose what we buy and the larger 
the number of purchases which we can postpone—and 
often do, even if we have money in the bank. 

What is true of the individual buyer is true of busi- 
ness. Business can postpone its purchases even more 
easily than individuals. Modern competition makes 
business put more and more of its money into capital 
goods—buildings and machinery, office and store equip- 
ment and inventories—to make possible low-cost pro- 
duction and to provide the values and services which 
buyers demand. If businesses do not make such pur- 
chases, the savings of both individuals and businesses 
cannot find their way into the stream of active, crea- 
tive capital. But business- 
men will make investments 
in such capital goods only if 
there is promise of a rea-_ 
sonable profit ; so these pur- 
chases are  postponable. 
When chances of profit are 
dreary, they are often put 
off even though ample cash 
reserves are on hand. 

It is against the back- 
ground of these various 
factors which influence mar- 
ket demand that we must 
develop a program to mod- 
erate its fluctuations. The 
program must recognize, of 
course, the necessity of 
maintaining adequate pur- 
chasing power, but it must 
also take into full account 
the importance of giving in- 
dividuals confidence in the 
continuity of their incomes, 
and businessmen, confidence 
in the prospects for contin- 
ued profitable operations. 

While we are seeking for measures to minimize the 
instability of our economic system and thus correct its 
weaknesses, we must constantly keep in mind that its 
strength lies in its natural lusty vitality. That we must 
not lose. Otherwise, we may end up with a stabilized 
poverty so characteristic of the tired, regimented, old- 
world economies. 


How Achieve Dynamic Stability? 


Now comes the $64 question. What kind of a pro- 
gram can we get under motion that will yield us dy- 
namic stability? Perhaps you will agree with me that 
the complexities of the problem are such that (1) it 
will take the collective wisdom of all of us—govern- 
ment, business, labor, agriculture and the educators— 
to help us work our way toward our goal; and (2) 
there is no money magic, no one formula, no one cure 
for the boom-bust cycle. Nevertheless, complex though 
the problem is, this much is clear: that the fluctuations 
in the volume of business stem from activities of men; 
therefore, if men act more sensibly, the fluctuations can 
be moderated. There is no excuse for either violent 


and services. 


Ciates. 


possible. 


ically. 
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THE SIX DUTIES 
OF BUSINESS 


Continue the search for new products 


Encourage the growth of its asso- 


. OPERATE PROFITABLY. 
Regularize employment as much as 


Control sales expenditures scientif- 


. Develop credit policies that take busi- 
ness cycles into account. 





booms or busts. The notion that they are inevitable or 
unavoidable should be utterly rejected. By adopting ap- 
propriate measures, the drop between the peaks and 
valleys can, I believe, be held to fluctuations 20%, or 
perhaps 15%. We can live with that; we cannot live 
with a fluctuation such as that which took place be- 
tween. 1929 and 1932, when business volume dropped 
more than 50%. If any such drop as that should take 
place, who can doubt that our free economy would be 
put in the greatest hazard? 

Now, of course, is the time when we should intensify 
our efforts to achieve dynamic stability ; we should not 
wait either for that much advertised recession, or for 
that big depression which is being so freely predicted 
for the early 1950’s. We should, in the first instance, 
put into operation those measures the soundness of 
which is not subject to 
question, and,: second, we 
should intensify our study 
of those proposals which 
are appealing but which 
have not been adequately 
tested. There are a surpris- 
ing number of measures 
which practically all think- 
ing men approve and which 
only need to be put into 
action. 


Government Can Help 


Largely by way of illus- 
tration, I should like to 
enumerate certain moves 
which can and should be 
undertaken quickly by gov- 
ernment and business. Gov- 
ernment, for example, 
should take action in these 
areas: 

(1) Taxes. We need a 
complete recast of our tax 
system. In my opinion our 
present system exerts a 
devastating influence on the dynamism of our economy 
and also contributes to its instability. As a first step 
toward correcting the weaknesses in our present system, 
tax rates should be stabilized, set so as to balance the 
budget in a period of normal prosperity, and then let 
alone. The significant feature of stabilized tax rates 
is that they result in the collection of a high volume of 
tax dollars in periods when inflation threatens and a low 
volume of tax dollars in periods of depression. Stated 
otherwise, stabilized tax rates are counter-cyclical in 
their influence on our economy. Second, at the earliest 
possible moment business taxes should be reduced. 
Why? Because growing business must look to plowed 
back earnings for additional needed working capital. 
High tax rates on business profits may not be too 
harmful to well-established, well-financed businesses, 
but they are ruinous to enterprises that are fighting their 
way up. Third, I am concerned about high rates on 
growing junior executives, as well as growing artists, 
growing writers, and growing actors. These groups, to 
whom America must look for creative leadership during 
the next quarter of a century, are the forgotten men of 
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the postwar period. The tax rates should be changed 
so that they do not bear too heavily on these creative, 
inventive groups upon which so much depends. These 
proposed changes are, of course, just three among many 
that should be made. 

(2) Public Works. We need better timing in the 
construction of public works. In the past we have had 
the greatest volume of public works during times of 
prosperity and the lowest volume during depressions. 
It ought to be the other way around. Through better 
timing of public works, it should be possible to bring 
about a great increase in stability in the construction 
industry. 

(3) Unemployment Compensation Insurance. So far, 
we have made only limited use of unemployment com- 
pensation insurance as a social tool, but its effective- 
ness has been dramatically demonstrated. It gives to 
people the confidence in continuity of income which is 
so essential to the achievement of greater stability in 
our economy. It also makes a tangible contribution 
through the maintenance of purchasing power. We 
should not allow the circumstance that there has been 
considerable mal-administration of unemployment com- 
pensation insurance to blind us as to its benefits. Our 
aim should be to extend it as far as practical to all 
workers. Payments, of course, should never be large 
enough to make unemployment attractive. 

(4) Small Business. Government has the opportu- 
nity to help small business by ascertaining through trade 
associations the type of statistical information that will 
be of help to various kinds of business, and arranging 
for the distribution of such information through them. 


Here’s What Business Can Do 


Those illustrations as to possible governmental ac- 
tion will suffice. Now let’s talk about what business- 
men can do—and should do—quickly to help make our 
economy dynamically stable. 

First, WE MUST PUSH FORWARD THE 
SEARCH FOR NEW PRODUCTS AND SERV- 
ICES. New products can enrich our lives and fill needs 
of which we are unaware today. Radio is the most re- 
cent example of such a product. We can get some idea 
of the debt we owe to commercial research if we stop to 
realize that more than 50 per cent of our people today 
are employed in manufacturing and servicing products 
which were unknown 50 years ago. The automobile 
industry alone provides jobs for over a million people. 
Whether you design a new airplane or work out a 
better way to deliver milk, you have added to the total 
dynamics of our economy by creative, resourceful 
action. 

Second, IT IS. THE RESPONSIBILITY OF 
EVERY BUSINESS LEADER TO PROVIDE 
CONDITIONS WHICH WILL ENCOURAGE 
the GROWTH AND DEVELOPMENT OF 
THOSE ASSOCIATED WITH HIM. Far and 
above the responsibility of management for its prod- 
ucts is responsibility for its people. Business managers 
are in a very real sense the trustees of the potentialities 
of those who work for them. It is people who make a 
business. Show me a business whose people are grow- 
ing, and I will show you a business that is making a 
true contribution toward a dynamic America. 
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Third, THE GREATEST CONTRIBUTION 
ANY BUSINESSMAN CAN MAKE TOWARD 
STABILITY IS TO OPERATE HIS BUSINESS 
PROFITABLY. Every businessman owes this major 
responsibility to his stockholders, his associates, his 
workers, and the public. Only a profitable business can 
offer security to its employees. Speaking parenthet- 
ically, it is high time we devote time and thought in 
bringing about a public understanding of the role of 
profits in a free economy. I commend to you a paper 
delivered by Mr. Beardsley Ruml before the Academy 
of Political Science under the title of “The Protection 
of Individual Enterprise.” It is well worth your 
reading. 

Fourth, EVERY EMPLOYER SHOULD REGU- 
LARIZE EMPLOYMENT IN HIS BUSINESS TO 
THE GREATEST EXTENT POSSIBLE. Much 
already has been done, but we can do more to flatten 
out the seasonal curve of employment in most indus- 
tries. 

Fifth, BUSINESSMEN SHOULD EXERCISE 
SCIENTIFIC CONTROL OF SALES EXPENDI- 
TURES. In the past American concerns have kept 
their sales and advertising budgets high when business 
was good and easy to get. Sometimes some of these’ 
expenditures were questionable. When business was 
slow, and sales tough to get, sales and advertising were 
pared toa minimum. This is neither good business nor 
good sense. If.we are to have a stabilized market de- 
mand, selling pressures should be maintained—perhaps 
increased, at the first sign of a decline in business. We 
must avoid spending sprees when business is good, so 
that reserves will be available when extra pressure is 
needed. I know of no single way business managers 
can do more to help stabilize market demand than 
through greater stabilization of sales and advertising 
expenditures. 

Sixth, and last, LET US DEVELOP CREDIT 
POLICIES WHICH TAKE INTO ACCOUNT 
CYCLICAL INFLUENCES. It is a plain fact that 
credit has been too easy to get when business is on the 
rise, and too hard to get when business is on the de- 
cline. This is particularly true in the case of the 
smaller concerns. We should, I believe, as far as prac- 
tical, reverse the situation by holding a tight rein on 
credit when booms threaten and by easing up on re- 
strictions when business starts to fall off. 

Beyond these specific measures there is need for in- 
tensive research by Government, educational institu- 
tions and private groups on problems for which the an- 
swers are still obscure. The shockingly small amount 
that has been spent on fundamental economic research 
is a national disgrace. As a nation we have been will- 
ing to spend hundreds of millions of dollars for re- 
search in technology, but pathetic amounts have been 
brought to the support of research that will help build 
a society that will use that technology for the public 
welfare ; that will administer that research wisely. The 
research going on in the principles of administration, in 
the understanding of our economic and social environ- 
ment, and in the field of human relations is today 
tragically small. 

We need not only to encourage economic research 
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CREDIT TO IRRESPONSIBLES 


Are Agreements to Refuse Credit Lawful ? 





by W. RANDOLPH MONTGOMERY 


Of Counsel, National Association of Credit Men 


within the associations, frequently ask the ques- 

tion as to whether persons engaged in interstate 

commerce may lawfully, by concerted action of 
the members, refuse to extend credit to persons who 
are delinquent in the payment of indebtedness to an- 
other member of the group, association or industry. 

The answer to this question depends primarily upon 
whether or not such concerted action is a violation of 
the Sherman Act which prohibits “every contract, com- 
bination in the form of trust or otherwise, or con- 
spiracy in restraint of trade or commerce.” 

The Sherman Act was enacted in 1890 for the ex- 
press purposes of preserving free competition in an 
economy based upon individual enterprise, and is an ex- 
pression of the fundamental premise that any combina- 
tion or conspiracy to restrain free competition is a 
threat to the maintenance of free institutions. 

The methods which have been adopted by credit as- 
sociations and credit groups to protect against fraudu- 
lent and dishonest debtors usually take the form of 
disseminating information concerning : 

(a) the experience of members in dealing with 

their customers ; 

(b) the maximum amount of credit extended in 

the past to a given customer ; 

(c) whether or not the customer pays his bills 

promptly ; 

(d) whether or not the customer is delinquent in 

the payment of accounts when due; and 

(e) the names of customers whose accounts have 

been placed in the hands of attorneys for col- 
lection. 

Having received data indicating that a customer is 
delinquent in the payment of an account to one or more 
members of the group, may the members legally agree 
that none of them will extend further credit to the cus- 
tomer until such time as he has settled his delinquent 
indebtedness ? 


= Credit associations and industry, or trade groups 
v 


Two Examples 


As long ago as 1918 the United State Supreme Court 
in Chicago Board of Trade v. U. S., 246 U. S. 231, in 
an opinion written by Mr. Justice Brandeis, pointed 
out that every agreement concerning trade and every 
regulation of trade, restrains, but that every restraint 
is not illegal. “The true test of legality,” he said, “‘is 
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whether the restraint imposed is such as merely regu- 
lates, and perhaps thereby promotes, competition, or 
whether it is such as may suppress or even destroy 
competition.” To determine that question, the court 
must consider all of the facts and surrounding circum- 
stances, the history of the restraint, the evil believed to 
exist, the reason for adopting the particular remedy, 
and the purpose or end sought to be attained. 

And in Anderson v. U.'S., 171 U. S. 604, the court 
said that where the subject matter of the agreement 
does not relate to, and act upon, and embrace, inter- 
state commerce, and the purpose of the agreement was 
not to regulate, obstruct or restrain that commerce, 
but was entered into with the object of properly and 
fairly regulating the transaction of the business in 
which the parties to the agreement were engaged, the 
agreement will be upheld as not within the Sherman 
Act where it can be seen that the character and terms 
of the agreement are well calculated to attain the pur- 
pose for which it was formed, and its effect upon inter- 
state commerce is but indirect and incidental, and not 
its purpose or object. 


Action Not Illegal 


So far as the activities of a credit association are 
limited to the dissemination of information regarding 
the credit of customers and the members are free to act 
upon the information thus received or not, as they 
choose, there seems to be no question as to the legality 
of the arrangement. 

Thus, in Cement Manufacturers Protective Assn. v. 
U. S., 268 U. S. 588, the Cement Manufacturers’ Pro- 
tective Association was organized, among other things, 
for the purpose of the “collection and dissemination of 
such accurate information as may serve to protect each 
manufacturer against misrepresentation, deception and 
imposition, and enable him to conduct his business ex- 
actly as he pleases in every respect * * * free from mis- 
direction by false or insufficient information concern- 
ing” credits among other things. The Association 
rendered monthly reports of all accounts of customers 
two months or more overdue, the amount of the over- 
due account, accounts in the hands of attorneys for 
collection, and an explanation as to any dispute with 
respect to any of the accounts. It was neither charged 
nor proved that there was any agreement with respect 
to the use of this information or the persons to whom, 
or conditions under which, credit should be extended. 
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‘The Supreme Court said: 
“In our view the gathering and dissemination of in- 
formation which will enable sellers to prevent the per- 
petration of fraud upon them, which information they 
are free to act upon or not as they choose, cannot be 
held to be an unlawful restraint upon commerce even 
though in the course of business most sellers would act 
on the information and refuse to make deliveries for 
which they were not legally bound.” 

It will be noted that the Supreme Court laid em- 
phasis upon the fact that there was no agreement or 
understanding among the members of the organization 
to restrict the extension of credit to the delinquent cus- 
tomers. 


Concerted Action in Movies 


In U. S. v. First Natl. Pictures, Inc., 282 U.S. 44, 
decided five years later, an association of distributors 
of motion picture films controlling 98 per cent of the 
business was charged with violation of the Sherman 
Act because of the following practices: 

A rule of the association forbade any member to 
enter into a contract for the exhibition of motion pic- 
tures at any theatre listed on a credit information list 
containing the names of persons to whom theatres had 
been sold or transferred unless the transferee of such 
theatre furnished security for the performance of the 
contracts. 

Credit committees were established by the association 
in various territories, and these committees were 
charged with the duty of investigating and reporting 
the names of all persons who had acquired theatres 
within the territory by purchase or transfer. The 
names of all theatres so transferred were placed upon 
a confidential credit information list which was dis- 
seminated to the members, and upon receipt of such 


list, each member was required to advise the secretary — 


concerning its existing contracts for the exhibition of 
pictures at the listed theatres and to state whether the 
transfer provided that the new owner should assume 
- and complete outstanding contracts entered into by the 
transferor. 


Security Against Uncompleted Contracts 


The new owner was requested to furnish the secre- 
tary of the organization with references concerning his 
credit standing, and if the new owner failed to furnish 
the information, that fact was noted upon the credit 
information list. 

The credit committee also indicated on the list every 
sale or transfer of a theatre which, upon investigation, 
it concluded had been made by the previous owner for 
the purpose of avoiding, or being relieved of, uncom- 
pleted contracts for exhibiting pictures, and thereupon 
fixed an amount of cash security which in the judg- 
ment of the committee was a reasonable sum that each 
member should require of such transferred theatre as 
security for the performance of each contract thereafter 
entered into for the exhibition of pictures at the theatre. 
No member of the association was permitted to con- 
tract for the exhibition of pictures at such theatre unless 
the new owner or lessee should have paid in cash to 
such member the amount of security specified on the 
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credit information list. A violation of the rules sub- 
jected the member to suspension or expulsion. 


Supreme Court Reverses Decisions 


This arrangement had been approved by the United 
States District Court (34 F. (2d) 815) on thé author- 
ity of the Cement Manufacturers case, and a number 
of earlier decisions, as a reasonable regulation of com- 
petition designed to promote the free flow of commerce. 
The lower court pointed out that serious trade abuses 
had been eliminated as a result of the activities of the 
organization, fraudulent transfers had been discouraged 
and no injury to individual exhibitors or the general 
public had been disclosed. 

However, the Supreme Court condemned the rules 
on the ground that the obvious purpose was to restrict 
the liberty of those who were represented in the or- 
ganization and to secure their concerted action for the 
purpose of coercing purchasers of theatres by exclud- 
ing them from the opportunity to deal in a free and 
untrammeled market. 

The case was remanded by the Supreme Court to 
the District Court for further proceedings in accord- 
ance with the decision, and the District Court (U. S. v. 
First Natl. Pictures, 51 F. (2d) 552), entered a final 
decree restraining the defendants from continuing the 
practices condemned by the Supreme Court, but pro- 
vided in the decree that it should not be construed: 

“as prohibiting any defendant distributor or any 
member of any defendant, Film Board of Trade from 
exchanging, either directly or indirectly, through a 
committee or other agency, information concerning the 
financial or moral responsibility of any exhibitor of 
motion pictures in the United States; always provided 
that there shall not be made, in connection with or in 
supplement of such exchange of information, any com- 
ment in the nature of a recommendation as to any ac- 
tion to be taken thereon.” 


Demand Deposit from Solvent Customer 


In a subsequent related case involving a member of 
the same organization (Majestic Theatre Co. v. United 
Artists Corp., 43 F. (2d) 991), a transferee of a theatre 
refused to deposit $500 demanded by a motion picture 
distributor, as security for the performance of con- 
tracts, as recommended by the Film Board of Trade. 
Service to the theatre was suspended by the distributor, 
whereupon the theatre offered to pay in cash for all 
films booked for immediate showing. This offer was 
likewise refused, and the theatre was obliged to close 
down. The financial standing of the theatre was not 
in question. 

The United States District Court found a violation of 
the Sherman Act, and said that the exacting of the re- 
quired payment “as a condition of doing interstate 
business for the purpose of imposing the will of a 
combination on a citizen is prohibited by law.” 

It will be observed that in these cases the concerted 
refusal of the members of the organization to deal with 
the customer was not limited to situations in which the 
theatre owner was either financially irresponsible or 
delinquent in the payment of his obligations to mem- 
bers, but that the requirement of cash or security for 
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the performance of future contracts was applied re- 
gardless of the financial status of the theatre owner. 
Furthermore, the effect of the agreement between the 
distributors was to coerce the transferees of theatres 
into accpting and assuming the contracts of the former 
owners at the risk of boycott and free competition was 
thus effectively stifled. 

But whether an agreement not to furnish service to 
the theatre would have been approved by the Supreme 
Court, had the plan been limited to protection against 
dishonest or irresponsible theatres, was not decided. In 
other words, the Supreme Court thus far has confined 
its approval of credit group practices to the dissemina- 
tion of accurate information regarding the responsi- 
bility of customers without comment or recommenda- 
tion, or an agreement with respect to concerted action 
for mutual protection. 


The Swift Case 


It is to be noted, however, that in a decision antedat- 
iny any of those above mentioned, the Supreme Court in 
Swift & Co. v. U. S., 196 U. S. 375 (decided in 1904) 
sustained a decree enjoining meat packers from 

“establishing and maintaining rules for the giving of 
credit to dealers * * * the effect of which * * * would 
be to restrict competition.” 

But the decree expressly provided that it 

“shall not be construed to prohibit the said defend- 
ants * * * from establishing and maintaining rules for 
the giving of credit to dealers where such rules in good 
faith are calculated solely to protect the defendants 
against dishonest or irresponsible dealers * * *.” 

The important part of this decree, for the purposes 
of this discussion, is to be found in the limitation that 
the rules shall be in good faith calculated solely to pro- 
tect the defendants against dishonest and irresponsible 
dealers. The validity of this portion of the decree was 
not, however, passed upon by the Supreme Court, but 
in the Cement Manufacturers case the Court quoted the 
language of the Swift decree and said: 

“We cannot regard the procuring and dissemination 


of information which tends to prevent the procuring of. 


fraudulent contracts or to prevent the fraudulent secur- 
ing of deliveries of merchandise * * * as an unlawful 
restraint of trade.” 

This comment nevertheless falls short of approving 
anything beyond the mere “procuring and dissemina- 
tion” of information, and does not in terms approve 
concerted action to restrict the granting of credit even 
for the purpose of protection against dishonest and ir- 
responsible dealers. 


Agreements to Protect Credit 


While no decision of the United States Supreme 
Court has gone to the extent of approving such an 
agreement or understanding, the principles which it 
enunciated in the Chicago Board of Trade and the 
Anderson cases would seem to indicate that an agree- 
ment designed solely for the protection of credit will 
be found unobjectionable. Two United States Courts 
have adopted this view. 

Thus, in U. S. v. Fur Dressers & Fur Dyers Assn., 
5 F. (2d) 869, decided by the United States District 
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Court for the Southern District of New York, the rules 
of the association provided for the listing of the names 
of customers who had not paid their bills, and, under 
penalty of fine and expulsion from the association, that 
no delivery of dressed or dyed skins should be made to 
any person by any member so long as the name of that 
person appeared upon the delinquent list, except upon 
the payment of cash or check on delivery... The District 
Court, in sustaining the validity of the rules, said: 

“Compliance with the rules does not require any 
member to dress or dye furs for cash only, nor does it 
limit the amount of credit which a member may extend 
to a customer who meets his obligations, nor does it 
‘prevent any member from dressing or dyeing furs for a 
customer who had failed to pay his bills and whose 
name is on the unpaid account list. The rules only re- 
‘quire that the dressing and dyeing for customers who 
have failed to pay their bills should be done for cash. 
However, the delinquent can have his dyeing and dress- 
ing done provided he pays cash or pays his bills, and 
so reestablishes his credit, or take his skins to any one 
of the 120 dressers and dyers who are not among the 
30 members of the association. 

a a a Oe 


“The provision that any member who shall willfully 
violate any article of the constitution or any rule or 
regulation of the association shall be subject to a fine, 
suspension or expulsion, is not unlawful. * * * Not 
‘every agreement which suppresses competition or re- 
strains trade is illegal. Only such agreements and 
combinations as unreasonably suppress competition or 
restrain trade are illegal. 

ee 


“The defendants * * * created no monopoly. They 
fixed no prices; The association simply regulated the 
business of its members in a way tending to promote 
rather than restrain legitimate trade. Nothing that the 
association did or could do under its by-laws was in- 
jurious to any of its members or the public. No one 
except a person looking for an unfair or dishonest ad- 
vantage could object to the regulations.” 


Case in California 


And in U..S. v. Southern California Wholesale 
grocers Assn., 7 F. (2d) 944 (decided in 1925 by the 
United States District Court for the Southern District 
of California, Southern Division) the association was 
charged with having entered into a conspiracy in viola- 
tion of the Sherman Act in that it issued and distributed 
to its members lists of retailers who had been reported 
as financially irresponsible or had failed to pay their 
bills for merchandise. There was an understanding 
among the members that such persons should be ac- 
cepted as cash customers only, but it was not shown 
that it was necessary or obligatory upon the whole- 
salers to sell for cash only. The Court held that no 
violation of the Sherman Act was shown, and said: 

“Certainly it would be in the interests of economy 
in the general business of distribution, both as affecting 
the dealer and the consumer, that loss suffered through 
the nonpayment of retailers’ accounts, whether due to 
the dishonesty of the debtor or his financial irresponsi- 
bility, and which would necessarily become part of the 
overhead cost of distribution, should be saved.” 
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Thus, the District Courts in the Fur Dressers and 
Wholesale Grocers cases found that the establishment of 
rules, whereby members of a trade association agreed 
to sell for cash only, to financially irresponsible or 
delinquent debtors, was a reasonable restraint and in 
the interests of maintaining a free economy, and, there- 
fore, not opposed to public policy. 


Decisions Unforeseeable 


It is foolhardy for any attorney to attempt to fore- 
cast with certainty a decision of the United States Su- 
preme Court, but after a study of the reported cases, 
it is my opinion that an agreement between members of 
a credit group or credit association which is in good 
faith limited to refusal to sell to delinquent or dishonest 
debtors except for cash, will be found unobjectionable. 

Unfortunately, there is no method of determining in 
advance that the question will be so decided if squarely 
presented. The risk, however, does not appear to be 
great, and it is perhaps significant that since the defeats 
which the Department of Justice sustained in the Fur 
Dressers and Wholesale Grocers cases, neither the De- 
partment of Justice nor the Federal Trade Commission 
has in any reported decision attempted to interfere with 





the now widespread and well established practices of 
credit associations and credit groups of establishing and 
maintaining rules of this type. 


Must Not Have Ulterior Motive 


It should be noted, however, that if an agreement to 
restrict credit is entered into with an ulterior motive 
such as coercing a debtor to pay a debt which is not 
justly due or which is in dispute, the agreement would 
almost certainly be held unlawful. It should further 
be noted that associations or trade groups publicize 
delinquencies at the risk of an action for libel if the 
report of delinquency be false. The greatest care should, 
therefore, be exercised if any such arrangement as that 
here under discussion be entered into that in operation 
it be confined solely to the legitimate purpose of pro- 
tecting against credit losses which would result from 
dealing with insolvent or dishonest customers, and that 
no information should be disseminated without first 
making an investigation to determine its accuracy. Nor 
should there be any agreement between the members 
of the group or association establishing uniform terms 
of credit or other factors which enter into the price of 
the goods. 





Capitalizing on Capitalism 


(Continued from Page 9) 


but after we get the facts we must be willing to face 
them if we hope to preserve capitalism. We must give 
up trying to use slogans, cliches, and benighted ex- 
pressions of views based on prejudice as answers to 
tough economic questions. 


Others Are Responsible 


My discussion has been limited only to measures 
which the government and businessmen can adopt to 
help keep our economy dynamic and stable. Other 
groups, notably agriculture, labor and the educators, 
have their separate responsibilities which they should 
meet in an appropriate manner. It would be presump- 
tuous of me to recommend a course of action for these 
other groups. However, this I feel free to say. Until 
recently the greatest factor in our country’s progress 
has been the unusual gift we Americans have for work- 
ing together. No other important country has even 
come as close to having a classless society. Of late 
there has been a woeful tendency on the part of groups 
to put undue emphasis on group interest. We must de- 
termine anew that the common good has priority; we 
must subordinate group interests to the general public 
interest. Management and labor must find the means 
for getting along together much better than they have 
since the end of the war. New ground rules are needed 
in order to make collective bargaining work more ef- 
fectively, but perhaps more than new rules, we need 
new attitudes. Most of all, we need a determination 
on the part of both employers and labor leaders to 
fight for indsutrial peace rather than with each other. 

Of necessity, this discussion of management’s re- 
sponsibility to capitalism has been sketchy. It is my 
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hope that I may have made somewhat clearer the in- 
timate relationship between the maintenance of our 
competitive enterprise system and the maintenance of 
our traditional freedoms. Particularly do I hope I have 
brought to you an awareness that it is not talk about the 
past glories of free enterprise, but rather progressive 
action on the part of both government and business to 
which we should look for its preservation. The great 
need is to make the system yield more and greater op- 
portunities for more and more people. In conclusion, 
may I quote from a booklet recently published by the 
Committee for Economic Development under the title 
of “Freedom Has Its Price”: 

“Everything that is worth having has its price, and 
freedom is no exception. But it cannot be bought with 
money alone. 

“Our forefathers made the initial payments on the 
freedom that they handed down to us. They paid in 
terms of blood, work, inteligent foresight and constant 
alertness to protect their liberty. 

“The freedom to think, to work and to progress 
through earnest and able effort which these men and 
women bequeathed to us is a precious possession. It 
has made America the most prosperous nation in the 
world. 

“But freedom is never bought outright. The pur- 
chase installments run from generation to generation. 
The thoughtful and liberty-loving men and women of 
America are today again called upon to contribute to 
the maintenance of their heritage. 

“That payment must be made by us as our fore- 
fathers made it through hard work and _ intelligent 
action.” 
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COOPERATIVES AS YOUR COMPETITOR 





Convention Hears How Tax-Free Plan Works 


by FULTON LEWIS, Jr. 


Radio Commentator* 


Let’s get it straight exactly what these coopera- 
= tives are and exactly the cooperatives we are 
talking about. 

There is nothing in the world wrong with co- 
operatives as such. They are admirable organizations. 
If you, and you, and I, living on adjoining farms, we 
will say, in southern Maryland, decide that we need 
fertilizer for our three farms, we may find it is much 
easier to buy that fertilizer in one carload lot and 
divide it up among the three of us, each paying our 
pro rata cost. You can multiply that by a hundred or 
a thousand or ten thousand, if you will. That process 
not only is not wrong; that process is just as good as 
any portion of the American economic system could be. 
It is good for business. It is good for the credit field. 
It is good for everyone all around. Because if con- 
sumers as such are able to produce a competition to 
private business, that keeps private business on its toes. 

If we are able, as consumers, to perform the process 
of distribution, whether we be in the process of con- 
suming or selling our goods, and do it more cheaply, 
more efficiently and get more out of it for our money 
by doing it ourselves rather than allowing it to be done 
by the usual commercial channels, that is as it should 
be. That is the good American way. 


Inherent Philosophy Is OK 


So insofar as cooperatives as such go, so far as the 
inherent philosophy of the movement and the inherent 
proper meaning of the movement goes, there is no com- 
plaint whatsoever. 

It is only when these organizations, set up under 
that good end and that good motive and that good 
banner and emblem, reach into the competitive state 
of private business under tax privileges and tax ex- 
emptions that trouble begins, and we have a real 
menace from the process. 

Back in the early 1920’s, at a time when agricultural 
marketing was very difficult and farm prices were ex- 
tremely low as a result of the short depression of 1921- 
1922—the depression that resulted from inflated farm 
values during the war—when agriculture as such was 
in a doldrum, Congress passed the Cooperative Mar- 
keting Act. This provided for the setting up, and to 

" a small, minor degree, the subsidizing of cooperative 
movements among farmers. It was for the purpose of 


* Address delivered before the National Convention on May 13. 
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allowing them to market their own products in their 
own way. In setting up this law, Congress gave to 
those organizations thus constructed, thus conceived, 
the privilege of exemption from the corporation income 
taxes that a normal private enterprise corporation would 
have to pay. 

Whether that was right or whether it was wrong; 
whether it was wise or whether it was unwise, is water 
over the dam. 

It is out of this situation, however, that has arisen 
the entire structure of tax freedom, tax exemption in 
the cooperative movement, and in the course of the 
last three to five years, has produced a mushroom 
growth of some cooperative organizations to such an 
extent that at the present time, the most reliable esti- 
mates are that they last year did a gross business of 
$12,000,000,000. Twelve billion dollars out of the 
total national business of the nation! That is quite a 
lot of business, as I think you will agree. 


The Picture in 1920 


I call your attention to the fact that back in those 
early ’20’s, when that tax exemption was granted, it 
was not a highly important thing, because corporation 
income taxes at that time were very low. They were 
negligible, and this was just a couple of sunflower 
seeds that someone had thrown into the tray of bird- 
feed to enhance the thing in a slight measure. 

I don’t have to tell you, however, what has happened 
to corporation income taxes in the meantime, and I 
don’t have to point out to you that this exemption 
from corporation income tax during the war and dur- 
ing the stages of profits during the war has amounted 
to untold tens and perhaps hundreds of millions of 
dollars in profits that are held over from year to year. 

Now, by way of citing to you and illustrating to you 
the problem that exists, let me first cite a result and 
then we will go back and cite a cause. 

We will first cite the end result of competition to the 
American economic system as you know it. Then we 
will go back and I will show you how that happened. 

Let’s say that you are the XYZ Haberdashery Com- 
pany, and you have a store at 301 Main Street, Kala- 
mazoo, Michigan. You have been in business for a 
great many years. You buy products at wholesale, you 
sell them at retail, and if you are lucky and if the 
unions don’t picket your store and stop your business, 
you make a profit. At the end of the year, you take 








CREDIT AND FINANCIAL MANAGEMENT, June, 1947 








the difference between what you have paid out for 
the stuff you bought and what you have gotten in for 
the stuff you have sold, you compute it, and we will 
say it comes to $40,000. 


40% Taken in Taxes 


Then along comes a fellow in a blue uniform and 
a United States Government badge and he says, “Bub, 
I'll take forty per cent of that,” or fifty per cent or 
whatever the case may be. You have to borrow the 
money that you are operating with at commercial rates. 
You pay interest at commercial rates. You pay local 
taxes of one kind or another. You pay state taxes of 
one kind or another in addition to this corporation 
income tax that you pay. 

Now, right next door to you at 303 Main Street 
the painters and the plasterers and the carpenters have 
been at work. In moves the Cooperative Haberdashery 
Company. We will call it the Consumers Cooperative 
Haberdashery, Inc. They set up an establishment that 
is a duplicate of yours. They buy the same merchandise 
that you buy, and their operation is the exact, identical 
duplicate of your operation. And they sell the same 
amount of goods. But at the end of the year, when 
they figure up their profits they find they have 
the same amount of profits for the year that you have— 
in other words, they have $40,000 worth of profits for 
the year. But there is no fellow in a blue uniform that 
comes in to them. 

The entire $40,000, by a quirk of the law, by a twist 
of interpretation and regulation, the whole $40,000 is 
theirs without any corporation income tax to pay, and 
they then buy the premises at 305 Main Street and add 
that to their store, increase their stock. And where do 
you stand? You are not in very good shape. 

Furthermore, they borrow the money that they need 
for running operations from the Federal Bank for Co- 
operatives at very inexpensive government rates. 


Action. Duplicated Many Times 


That happens to you in Kalamazoo, Michigan, but it 
also happens in Oshkosh, Wisconsin, and it also hap- 
pens in Newton, Kansas, and Wichita, Kansas, and it 
also happens not only in the haberdashery business but 
in the lumber business, in the oil business, in the bank- 
ing business, believe it or not, in the newspaper busi- 
ness, in the sawmill business, in the sugar business. It 
happens in road construction. It happens or it is going 
to happen in the radio commentator business, kecause 1 
am going to form myself into a cooperative for one day, 
just as a demonstration of how much I could gyp the 
government out of in income taxes if I were to be so 
minded as to decide to do it. 

Now, let’s see why and how it happens that this 
gentleman next door to you is able to take his $40,000 
that he gets for the year and pour it back in the busi- 
ness and you have to pay an income tax on yours. 

The largest cooperative in’ the United States is the 
Consumers Cooperative of Kansas City. The Con- 
sumers Cooperative of Kansas City started out as a 
tiny, little entity, $3000 or $4000 in capitalization. 
Since that time, it has grown to such an extent that, 
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I might tell Mr. Lewis that he talked to the 
oldest cooperative in the United States that I know 
of—the National Association of Credit Men. 

However, in view of the fact that that may be 
brought to your attention let me say this: from the 
very inception, we have divided our work; that which 
is purely educational, legislative-wise, and of a 
general research character, is cooperative, but on 
that part which competes with business we make 
returns and pay taxes. Henry H. Heimann 





on the basis of these profits from one year to the next, 
without any corporation income tax being charged or 
paid on them, being poured back into the business, at 
the present time this cooperative owns hundreds of oil 
wells, four refineries, some three thousand miles of oil 
pipeline. This company has lubricating oil plants, 
paraffin plants, gasoline filling stations, and at the pres- 
ent time, it is moving in to purchase, if the State of 
Kansas doesn’t dissolve it by a suit that state has now 
brought, to increase its holdings in oil wells and oil 
fields, in refineries, in natural gas operations, and in 
pipelines. 


Backed by Original Law 


The philosophy and the basis on which this co- 
operative has been permitted to do that is this: It 
all goes back to that same original law in 1922, which 
provided that farmers, banding together, handling agri- 
cultural commodities, should have tax exemption. The 
tax exemption has been justified by the government in 
a large number of cases that oil and petroleum are 


’ products of the soil, and therefore it is agriculture. The 


basis on which the big grain cooperatievs of the 
Northwest have been able to build themselves and to 
own the largest grain elevators in the world, building 
always on the basis of the profits made fom last year— 
that has been based on a theory that grain is a farm 
product and therefore although there is not a farmer 
mixed up in the thing in any connection, it is an agricul- 
tural product and therefore as a cooperative it is exempt 
from taxation. 

But there are places that even the Bureau of Internal 
Revenue, God bless them, can’t quite stretch the imagi- 
nation to cover. As a sample of that, we get into the 
general operations of the Consumers Cooperative of 
Kansas City and the Farm Bureau headed by Murray 
Lincoln in Columbus, Ohio, the Ohio State Bureau, in 
which they sell water bottles, baby’s bottles, diapers, 
men’s hats, electric refrigerators, even automobiles, 
anything. It is a little hard for the Bureau of Internal 
Revenue to stretch their imagination to the extent of 


_ calling those operations agricultural operations. But by 


a series of decision and arguments and precedents, 
this is what has happened: The Consumers Coopera- 
tive of Kansas City, when it reaches the end of the 
year, figures out its net surplus. The co-ops never like 
to call it profit. They like to call it earnings or surplus 
or accumulated reserve. In any event, it is the differ- 
ence between what they paid for what they handled and 
what they got for what they handled. At the end of the 
year, when they finally have figured up that net surplus 
or whatever you want to call it, for the year, they then 
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send the purchasers a memorandum stating that “Your 
share of this year’s surplus is $6.91.” 


Surplus Held in Treasury 


But they don’t send the $6.91. The $6.91, amount- 
ing, we will say, to $2,000,000 or $5,000,000 or $8,000,- 
000 in all for the year—that is held in the hands of the 
Consumers Cooperative itself. All that happens is that 
the individual purchasers and members of that co- 
operative receive a memorandum or a share dividend, 
as they call it in some cases, telling them that they own 
that much in the accumulated worth and profits, of the 
company for this year. 

And, ladies and gentlemen, on the grounds that they 
have distributed all of those profits for the year, the 
Bureau of Internal Revenue permits them to say that 
they have no profits for the year and therefore there is 
no tax to be paid. 

Do you see how private enterprise, that has to pay 
the taxes to provide the very money that these people 
are borrowing from the government, to pay the sub- 
sidies that these people are getting from the govern- 
ment, to pay the help in publicity and promotion, in 
printing, in any one of a thousand other different ac- 
tivities in which the government assists them—do you 
see what is inevitably happening to private enterprise 
that has to pay the bill for all that? 

It is absolutely impossible for private enterprises to 
compete. It is impossible for Purina Feeds to compete 
with Southern States Cooperative, when Purina Feeds 
has to pay an income tax, a corporation income tax, on 
the profits of the year, and Southern States Cooperative, 


on the other hand, is able to take their profits for the - 


year and on the grounds that they distribute them to the 
members every year, on the grounds that they take all 
those profits and divide them up and therefore there 
are no profits to pay any income taxes on, is able to 
hold over from year to year millions and millions and 
‘millions of dollars to pour back into the purchase and 
the establishment and the construction of new mills over 
here to compete even more heavily with Purina; new 
operations, new services of one kind or another that 
simply engulf, day in and day out, all of the private 
competition. 


What Is Loophole in Law? 


Let’s get down to the kernel of fundamentals here. 
The things that I have tried to paint here for you— 
and I hope I have given you a clear picture of what it 
is, what it is all about; I have tried to give you a 
surface explanation, a symptomatic explanation of how 
the thing operates, what the catch is, what the loophole 
is, the reason for their operation, and the ultimate symp- 
tomatic impact on the good process of American 
private enterprise. 

Let me give you one last thought: The whole foun- 
dation of thinking in the cooperative operation, these 
consumer cooperatives, is that as long as the profits for 
the year are paid back to the purchasers, to the people 
who have done the buying, there should be no taxation ; 
that it is only when the profits for the year are turned 
back to those who invested the capital that the taxation 
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should be levied; that there is something evil and 
something wrong and something that should be subject 
to penalty in an operation in which private investment 
is put in and expects to get a return on itself; that if, 
on the other hand, you will operate on a non-profit basis 
and that is the pretension that they make—that because 
they are dividing in these patronage refunds on paper, 
because they are dividing their profits each year among 
these people, all the purchasers, there were no profits— 
as long as you operate without profit, then there should 
be no taxation. 

Of course, if you do operate without profit, there is 
no taxation anyway, because the taxation is only on the 
profits. 

That has always seemed to me one of the most fan- 
tastic anomalies of the whole situation. All that I pro- 
pose, all that you as American industry, the American 
financial structure, should propose, is that the coopera- 
tive, from top to bottom, regardless of whether it is 
agricultural, oil or anything else, that the cooperative 
pay on its profits the same tax that private industry has 
to pay. 

When you ask them that, they say, “Well, we have 
no profits, therefore there should be no taxation on 
them.” If they have no profits, what difference does 
it make whether the tax is there or whether it isn’t 
there? If there are no profits to tax and if they are not 
called upon to pay a tax on anything but profits, what 
difference does it make? In short, why are they worry- 
ing about taxes on the profits of a non-profit operation ? 


Would Kill Profit System 


The philosophy, fundamentally and underneath it all, 
is to tear down and to destroy the profit system. That 
isn’t my diagnosis of it. That is the diagnosis of Mr. 
Murray D. Lincoln, the head o fthe Farm Bureau Co- 
operative in Columbus, Ohio. He says so. The CIO 
leaders who are teaming with him and who are teaming 
with others, the left-wingers including the fantastic Mr. 
Henry Agard Wallace, who wrote a book on the sub- 
ject of cooperatives and how wonderful they are. That 
ought to be enough in the mind of any American to 
damn the thing. 

I submit to you that it is a challenge to which you, 
every one of you, as American citizens and as the back- 
bone of the American economic system, should be awake, 
wide awake to, studiously awake to, militantly awake to, 
because each day that passes, each month that passes 
and each year that passes, their advantage competitively 
in the American economic system is becoming more and 
more powerful, and their grip, more and more deadly. 


There is always room in our pages for the 
opinions of our readers. How do you like 
the articles we publish? Do you agree 
with them. More to the point, do you dis- 


agree with them? Don’t hesitate to write 
and tell us; and if you have a talent for 
writing take time by the forelock (and if 
possible have yourself photographed do- 
ing it!) and put your ideas on paper. 
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CREDIT and ECONOMIC STABILITY 





Sound Policies Can Minimize Depressions” 


by MATTHEW WOLL 


Vice-President, American Federation of Labor 


tunity offered me as your guest, your friend and 

a spokesman for the nation’s wage-earners to 

address the membership of this great Association. 
A representative of organized labor is not often accorded 
a chance to speak to a group so generally representative 
of American business. 

The National Association of Credit Men is composed 
of individuals from a wide range of manufacturing firms, 
from banking institutions and from wholesalers. It is 
indeed a cross-section of the American business com- 
munity. The common concern of all identified with 
your Association is credit. It is your responsibility to 
deal with the practical operation of credit in the day-to- 
day and year-to-year business transaction. 

I know full well how thoroughly you recognize the 
important role credit has assumed in the operation of 
our economy. But I also know that it is easy, in looking 
at each individual credit transaction, to lose sight of the 
vital bearing each such transaction has on the produc- 
tion, income, wealth and progress of the nation. 

Our national credit policy is actually made up of 
judgments and decisions made in each separate credit 
transaction. And in modern industrial America, credit 
has become the prime instrumentality of exchange, the 
prime mover of economic progress. So that you—the 
credit men of the nation—stand in a strategic and inti- 
mate relationship to the controlling forces of our private 
enterprise economy. 


“ I am deeply aware of the privilege and rare oppor- 
. 


Credit Dominates Entire Economy 


Credit is also debt. The extension of credit, the 
question whether a particular individual merits a par- 
ticular loan or whether a given business is a good credit 
risk, the requirements of each in terms of their earning 
capacity, the answers to all these questions determine 
not only the prosperity and progress generated by each 
transaction, but also the prosperity and progress of our 
entire economy. Because of its peculiarly two-sided 
nature, credit has increasingly become the balance-wheel 
of our complex economic system. For that very reason 
it has assumed the crucial importance as the one piece of 
mechanism on which we can rely to prevent the economy 
from becoming stalled at a critical moment. 

To maintain a high level of production and employ- 
ment, to assure lasting prosperity is the goal of every 
American, be he a businessman, a farmer or a worker. 
Yet we have failed to realize that goal in the peacetime 
years between the two wars. Most of us are keenly 
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aware of that failure and are determined not to let our 
nation fail again. In these days of high employment 
there is a growing realization that all of us must do more 
than we have ever done before and that we are preparing 
to do now if widespread unemployment of men and ma- 
chines, of all productive facilities is to be averted. 


What Caused the Depression? 


Why did we fail before? Surely, the disaster of the 
Great Depression was not caused by the failure of the 
workers to do work hard enough or by the ability of our 
enterprise to produce enough goods and services. The 
depression was not brought on by the closed shop or 
strikes or industry-wide bargaining. In fact, it came in 
the midst of a concerted and successful drive against 
unions. Nor was it the result of minimum wage laws, 
the Wagner Act, a Social Security program or similar 
public measures designed to help the wage-earner; or 
HOLC, RFC or SEC, set up to protect the investor and 
help the businessman. None of these programs was in 
effect when the depression came. 

I know that most of us will agree in the conclusion 
that the depression was brought on by a variety of 
causes and cannot be charged to any single or simple 
source. Yet among them stands out one crucial failure 
in the complex make-up of our prewar economy: the 
failure to sustain adequate consumer buying power. Our 
Nation’s wage income — the largest reservoir of con- 
sumer purchasing power—was at too low a level to sus- 
tain its productive capacity and to keep business on an 
even keel. We succeeded in producing abundance, but 
failed to make it possible for the mass of the people to 
share in that abundance. That is one failure we should 
not, indeed we must not, let happen again. 

‘Perhaps not as crucial, but also critically important 
among the causes of the Great Depression, was the ex- 
treme over-expansion of credit. Let us take a quick 
look at the postwar era. 


Debts Outstripped Income 


Between 1922 and 1929 we piled up our debts three 
times as fast as our income increased. As Dr. Evans 
Clark has pointed out in his notable study of internal 
debts, even if we exclude federal government borrowing, 
“we find the almost incredible fact that we shouldered 
debts during the period over four times as fast as we 
added to our wealth and well over three times as rapidly 
as our income expanded.” 

The greatest expansion came in urban real estate. 
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Between 1921 aiid 1929 the urban mortgage debt in- 
creased more than threefold, while the residential con- 
tracts awarded were only twice as large and commercial 
contracts not much higher. All together, investment 
trusts and other financial corporations about trebled their 
long-term indebtedness. Industrial corporations ex- 
panded their long term commitments by 111 per cent. 
Long-term debts of hotels and other service corporations 
also doubled during the same time, although their assets 
were only half as much again. 

Those were the days when even coolest heads were 
turned by the prevailing illusion of indefinite and un- 
broken expansion for American business. But good 
business did not continue ; the contraction of the national 
income undermined the debt structure’s support and just 
where it carried the heaviest loads. 

Short-term business debts, including bank deposits, 
bank loans for business purposes, broker’s loans, etc., 
rose from $102 billion in 1921 to $150 billion in 1929 
and by 1932 dropped almost one-third to the 1921 level. 
Consumer credit registered an extremely rapid expan- 
sion in the twenties and the loss of income through un- 
employment in the depression created a serious strain 
on both the wage-earner and the lender. 


Home-Owners Hit Hardest 


In the depression of 1929 we learned one lesson of 
transcending importance to the character of American 
people and to the enterprise system their character 
helped build. It is based on the notable fact that people 
who owned little owed little. The burden of depression 
indebtedness fell not upon the tenant but on the home- 
buyer. Foreclosures on a house half-paid for meant not 
only eviction, but also the’loss of hard-earned savings 
invested in a home of one’s own. In the postwar world 
of today, torn by the conflict between the American sys- 
tem of private ownership and collective enterprise on the 
one hand, and collective ownership and collective enter- 
prise on the other, we must meet the challenge of our 
opponents. We must devise new techniques to correct 
the failings and overcome the weaknesses the depression 
experience so dramatically revealed. 

The remedies labor is seeking, in such legislation as 
the Taft-Ellender-Wagner Bill, designed to ease the 
financial burden of home purchase, have been labelled 
as radical or contrary to the interests of the mortgage 
lenders and homebuilders. This view is short-sighted 
and this charge is false. If we go back to the mortgage 
system of the twenties, if we fail to facilitate home pur- 
chase, if we do not succeed in sustaining stable wage 
income, we will all be the losers in the end. 

The time has come for realism, translated into active 
and aggressive agreement on policy on the part of all 
these dedicated to the triumphal victory of the enterprise 
system and to the freedoms that it alone affords. Busi- 
nessmen, financiers and day laborers, all have a vital 
stake in its unqualified success. It is up to all of us to 
act and to work toward policies which will avoid and 
corréct the tragic errors of our past. 

The outcome of the situation confronting the nation 
today depends on our ability to reestablish the rapidly 
dwindling consumer buying power in relation to the 
greatly inflated prices. Unless prices are brought into 
line with the effective buying power of consumers, pro- 
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duction will again grind to a halt. 

Since the end of the war, wage rates have shown a 
moderate increase. But, due to elimination of overtime 
and a shift to lower-paid jobs, wage income has been 
steadily declining. This has been the trend since 1944, 
as measured in dollar income as well as in real income. 
Consider the evidence. As reported by the U. S. Depart- 
ment of Commerce, the total national income between 
1944 and 1946 rose from $160.7 billion to $164.0 billion. 
In the face of this rise, total wages and salaries declined 
from $113 billion in 1944 to $106 billion in 1946. This 
steady fall in wages in the past three years, was taking 
place at the time when proprietary income, farm income, 
corporate income and all other non-wage income was 
continuing to rise. 

But bear in mind also that during this period, prices 
kept rising to new heights and the buying power of these 
declining wages was further sharply reduced. So that, 
if we consider real wages, we find that between 1944 and 
1946 buying power of wages and salaries dropped from 
$113 billion to slightly over $90 billion in 1944 dollars. 
This was accompanied by a rise in consumer expendi- 
tures and at the same time a sharp drop of savings of 
individuals, which fell from $39 billion in 1944 to $17.5 
billion in 1946. This serious maladjustment was aggra- 
vated by the trend of consumer prices in the second half 
of 1946 and especially in the last four months. Between 
January 1946 and January 1947 alone the consumer 
price index rose 18 percent while wholesale prices 
jumped 32 percent. 


Wages and Prices 


It has been often alleged that these price increases 
would not have occurred except for the wage increases 
that became effective in 1946. This is an example of the 
type of loose thinking which sets back any attempt to 
understand exactly how our economic system operates. 

This allegation is false and fallacious for a number of 
reasons. First, it ignores the very important fact that 
by far the greatest price increases have occurred in the 
price of food products which is almost completely unre- 
lated to the wage increases won by union labor in the 
manufacturing industries in 1946. For example, Bureau 
of Labor Statistics figures indicate that from August, 
1939, to February, 1947, its Consumers’ Price Index as 
a whole rose 55 percent. However, the figure for food 
products from February, 1946, to February, 1947, tells 
the same story. The index as a whole rose 17.9 percent, 
but food prices over 30 percent. Note that in this group 
labor costs comprise only 15 percent of the value of 
the product. 

Moreover, any number of analyses have been made 
for specific industries and specific firms comparing the 
price increase which would have been necessitated by 
the wage increases of 1946 (assuming no increase in 
productivity and no decrease in profits) with the price 
increases which actually did occur. In almost all cases, 
the actual price increase far surpassed the amount re- 
quired to offset the increased wage cost. 

Many people have been talked into believing that 
when wages are increased, prices must increase in pro- 
portion. That is a dangerous fallacy. In fact, if it were 
true, our people could never increase their standard of 
living. 
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It is argued that prices would not 
have risen as they did last year, had 
it not been for wage increases. If 
wages were the cause of high prices, 
we would have witnessed a rise in 
prices and a reduction in the rate of 
profits. Yet both the rate of profits 
and the aggregate volume of profits 
have broken all precedents in our 
entire history. 

Lumber prices kept skyrocketing 
all through the war, far outstripping 
wage increases grudgingly granted 
under wage stabilization. But since 
last July lumber prices rose another 
50 percent. Paint went up 80 per- 
cent. Cement prices rose more than 
20 percent. And this in the fact that 
labor cost is only 20 percent of the 
total value of the product. All wage 
increase granted by the industry dur- 
ing the entire last year, if fully passed 
on to the consumer should have ac- 
counted for not more than a 2% per- 
cent increase in the price of cement. 

In whole sections of the wholesale 
price structure, prices have contin- 
ued to rise while wages have remain- 
ed nearly stationary. If this current price trend persists 
production and employment are bound to suffer sharp 
curtailment very soon in many segments of our economy. 
Evidence is ample that many luxury goods were priced 
out of the market in the last eight or nine months. 
Despite sharp price reductions, their production has been 
curtailed. 


In the current quarter this curtailment of sales has 
been spreading to wide ranges of goods and services. 
In dress manufacturing, hat manufacturing and other 
soft goods lines sales have fallen off sharply and there is 
much part time unemployment. Sales have declined in 
radios and the manufacture of a number of other “recon- 
version” products. Amusement industry has suffered a 
severe decline. There has been a marked drop in rail 
and air travel. Reports to our Housing Committee 
from a number of widely scattered communities indicate 
a large number of completed and fully-equipped homes, 
offered for sale at $11,000 and over that find no buyers, 
despite ever-increasing housing shortages in these 
communities. 


In other words, there is much evidence that con- 
sumers are running out of money. However, against this 
relative decline in purchasing power of the great major- 
ity of the working population, we have witnessed during 
the same period a substantial increase in net corporate 
profits, corporate savings, interest and rents, agricul- 
tural income and other proprietary income. Net corpo- 
rate profits for 1946 are estimated at $12 billion or, 
dollar-wise, 30 percent higher than the wartime average 
of 1941-45. The estimate for the first quarter of 1947 is 
$15 billion. High aggregate corporate profits would in 
themselves be no cause for alarm. Our country and our 
economy have grown and the wartime economy experi- 
ence has opened new avenues for investment and enter- 
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“Remember when?” W. A. Reanier, Sales Manager; A. A. Hock, Credit Manager, and Harold R. 
Deal, Advertising Manager, of Tidewater Associated Oil Company (left to right) mull over the 
old times on the occasion of the award to them of diamond pins for years of continuous service. 
Mr. Reanier celebrated his thirtieth year, and the others their twenty-fifth. 


prise. But, as we have seen, the distortion toward larger 
profits in relation to shrinking payrolls has been taking 
place, mainly the result of an artificial diversion effected 
by tax enactments favorable to corporations. 


Profits Not Distributed 


This unbalance has been further aggravated by the 
fact that in 1946 an extremely large proportion of the 
total profits were retained within the business, rather 
than distributed as dividends. It is estimated that in 
1946, $5 billion, or 42 percent of the total corporate net 
profits has been distributed in dividends, as compared 
with 90 percent distributed in 1939 and 82 percent in 
1929. 

Most alarming of all is the indication that in many 
industries profits per unit of product are at abnormally 
high levels. Corporations which have attained full pro- 
duction are trying to cash in on the boom. Except for 
two or three scattered exceutions, there seems to be no 
realization on the part of corporations that lower-unit 
rate of profits is the best assurance of long-term stability 
and a higher aggregate profit in the long run. 

This, then, is the situation confronting the country. 
Wages, prices, and profits have for some time been in a 
condition of precarious unbalance. This unbalance could 
no doubt be corrected by the normal course of events 
through the eventual reaction of the forces of demand 
and supply. However, the sooner the unbalance is cor- 
rected, the easier the adjustment will be. Left to itself, 
the adjustment will be made, but, when it is made, it is 
likely to cause far more hardship than if businessmen 
themselves voluntarily strive to bring into balance the 
price and profit factors under their control. 

Let me stress the fact that this analysis of the business 
picture closely coincides with the analysis of many 
business groups and business leaders. 
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I would like to cite a few examples of business think- 
ing on this subject. In a recent issue of Wholesaler, the 
official publication of the National Association of Whole- 
salers, Mr. Joseph Kolodny, President of the Associa- 
tions, takes the opportunity of addressing an open letter 
to all members of his association. In summarizing the 
present business picture, he states: “I believe that you 
will agree with me that: 

(1) the price level is too high, 

(2) that it is out of relationship with the income level 

of most wage earners, 

(3) that a consumer buying resistance has set in, and 

(4) that if this buying resistance continues, produc- 

tion will be slowed, inventories will swell, prices 
will be forced down, and the threat of a major 
-depression will be upon us. 

... “It is urgent and, I feel, the height of business 
sagacity and good citizenship to carefully and studiously 
' re-examine our own operations to determine the extent 
to which we can individually and collectively make a 
contribution to the arresting of this unwelcome economic 
tide. We must make sure that we are not adding one 
cent more than can be justified under present conditions 
for distribution costs or profit. We must do this in our 
own enlightened self-interest, if for no other reason . . . 

“We know that always the sum is only the adding 
together of the parts. Each of us in our own business 
can by ourselves only slightly affect the result, but if 
all of the producers, wholesalers and retailers act to- 
gether, we can vitally influence our own future. We all 
should and must pull together.” 


Judgment and Vigilance Needed 


Of even greater significance is the statement issued by 
the Business Committee on National Policy of the Na- 
tional Planning Association. In these words, this com- 
mittee, composed of prominent men from all sections of 
the business world, emphasized the critical importance 
of voluntary action by business men in the current crisis: 
“The question of prices goes to the heart of the Amer- 
ican economy. Under private enterprise it is by means 
of prices that we determine how resources are used and 
how the output of the economy is divided. The deter- 
minations, however, are affected by decisions that are 
made by individuals—primarily by businessmen, who 
stand at the crossroads of the economy. Even under 
normal conditions, satisfactory operation of the price sys- 
tem requires both judgment and vigilance of business- 
men. Today’s abnormal conditions make business judg- 
ment and business vigilance more imperative than 
RVe sé. 
“Today’s abnormal conditions severely limit the re- 
liance that can be put on the semi-automatic regulation 
of prices by the market, and correspondingly increase 
the responsibility of businessmen. These abnormalities 
have resulted in altogether too many instances of dan- 
gerous pricing practices. Many prices today are badly 
out of line and must be brought down as rapidly as or- 
_ derly readjustment makes possible. The alternative to 
such a readjustment now in a serious price slump later, 
with damage not to business alone but to the country as 
a whole. 

“Businessmen thus have an obligation, to themselves 
and to the country, to look hard at the prices they are 
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charging and the prices they are paying, and to start now 
to bring down any that are too high... 


Businessmen as Trustees 


“Businessmen are in effect the trustees of the enter- 
prise system. They are its principal operators. Other 
economic groups share in the operation of the system, 
and other economic groups must cooperate if readjust- 
ment is to be carried through. But it is to the risk-takers 
of our system that the public logically looks for risk- 
taking. 

“Businessmen are keenly aware that wage increases 
put pressure on prices. They must be equally aware 
that unwarranted price increases can make wage in- 
creases imperative. They must be aware, too, that price 
increases which yield excessive profits that cannot be 
invested and are not paid out in dividends siphon off 
purchasing power and spell unemployment. On the 
other hand, any price reduction that contributes to a 
lowering of living costs lessens the need for wage in- 
creases. Stable or declining living costs, by reducing 
uncertainties on the wage front, open the way for addi- 
tional price reductions .. . 

“Tf orderly price reductions do not become more 
general, business must share the blame for the slump 
that is then sure to come. To pioneer in price reductions 
that are being made could, however, mark the beginning 
of an orderly readjustment of prices. If they do, then 
American business is on the way to demonstrating the 
economic statesmanship of which it is capable.” 

This statement was signed by a large number of out- 
standing American business leaders, men like Guy 
Emerson, the banker; Elmer Diefenbach of the Amer- 
ican Securities Corporation ; Charles E. Wilson, of Gen- 
eral Electric ; S. C. Allyn, of the National Cash Register 
Company ; Robert Black, of the White Motor Company, 
and many others. 


Labor’s Policy 


The next move is squarely up to business. In saying 
this, I do not mean to minimize the importance of other 
possible action that can be taken by labor, government, 
farmers, or other sections of our economy. In my own 
field, I can say very definitely that organized labor is 
very keenly aware of its responsibilities for the welfare 
of the economy as a whole. No one on the labor side 
has been more insistent in counseling caution and re- 
straint in recent wage negotiations than the American 
Federation of Labor. We realize that wage increases 
won at the expense of increased prices benefit no one. 
We feel very strongly that under free collective bargain- 
ing, joint union-management efforts to improve produc- 
tivity can result in both increasing wages and reducing 
prices. 

However, the present crisis has come about through 
no fault of organized labor. The current high prices 
and inadequate purchasing power are largely the respon- 
sibility of business management. In the words of the 
NPA Business Committee, “Businessmen cannot as- 
sume that because current market conditions . . . make 
higher prices and higher profits possible, such prices and 
profits are therefore desirable . . . All that excessive 
prices do is drain off today’s purchasing power and dry 
up tomorrow’s market.” 

Labor is watching to see how business meets this test. 
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We are willing to cooperate in every way possible, but 
it is up to business to make the first move by bringing 
today’s prices and profits into line with today’s wages. 


The Effect on Credit 


This analysis of the current economic picture has a 
very important bearing on the work that you and your 
organization are most interested in, the handling of 
credit. 

As all of you know, the volume of credit has expanded 
greatly during the past 18 months. Considering business 
credit alone, the figures of the Federal Reserve Board 
show that the total loans of our banking system have 
risen from the level of $22-23 billion before the war to 
over $35%% billion by the end of 1946. Moreover, well 
over half of this increase has occurred since the end of 
the war. 

The reason for this is obvious. During the war, many 
business firms under contract with the federal govern- 
ment were able to make the necessary financial arrange- 
ments with the government rather than with private 
lending institutions. Once their war contracts were 
terminated, they once more entered the market for 
funds to finance additions to plant and equipment, pur- 
chase of materials, and the normal costs of doing 
business. 

The fact that business was able to obtain this credit 
indicates that the credit institutions are well-equipped 
to handle the large volume of credit that is, and will 
continue to be, necessary if this country is to maintain a 
high level of employment and income. At the same time, 
we should not overlook the fact that this ready availabil- 
ity of credit has undoubtedly led in some cases to over- 
expansion. 


Credit Pitfalls 


In a period of rising prices, limited materials, and 
high consumer demand, such as that through which we 
have been passing, it is almost inevitable that some 
individuals and businessmen will see opportunities to 
make income which may turn out to be illusory. Under 
the assumption that the period of high consumer demand 
would continue indefinitely, these firms, most of them 
small, have expanded production beyond the point that 
can be absorbed within our normal economy. 

There is still another type of case in which the ready 
availability of credit has reacted against the welfare of 
the economy as a whole. In a number of cases, business 
firms have utilized credit more for speculative purposes 
than for legitimate business requirements. They have 
perhaps purchased materials, more to make a profit by 
holding them during a period of rising prices than to 
consume them in their own manufacturing establish- 
ment. In other instances, the finances received on credit 
have been utilized for speculative dealings on the com- 
modities or securities exchanges. 

In these or other cases, business firms have utilized 
the available sources of credit in a manner which has 
only served to intensify the postwar inflationary forces. 
The use of credit has been distorted from its function of 
assisting business to meet its normal financing require- 
ments to bidding up the price of scarce materials or the 
price of commodities and securities on the various mar- 
kets throughout the country. 
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Although it is perhaps inevitable that this should 
occur to a certain extent, nevertheless it represents a 
condition which you as individuals with greater knowl- 
edge concerning the use of credit and credit facilities 
should strive to eliminate. 


Consumer Credit Up Too 


At the same time that these developments were taking 
place in the field of business credit, the volume and 
character of consumer credit was also undergoing sig- 
nificant changes. During the war, the lack of production 
in consumer durable goods war reflected in a drastic 
curtailment in consumer credit. From a high of $9,899,- 
000,000 at the end of 1941, the total shrank to less than 
$5% billion in 1943, rose slightly until the end of the 
war and then rose very sharply until by the end of 1946 
it had surpassed the 1941 figure. Although installment 
credit as such is below the prewar figures, this is more 
than offset by increases in the amounts of charge ac- 
counts and single-payment loans. 

Organized labor is vitally concerned in the problem 
of consumer credit. The ready availability of such 
credit on reasonable terms and conditions is necessary if 
the average working man is to be able to purchase such 
goods as automobiles, refrigerators, and other household 
articles. The weekly wage of the average worker is 
not sufficient to enable him to purchase these articles on 
a cash basis. He must be given the opportunity to make 
an appropriate down payment and to pay for the re- 
mainder through regular installments the size of which 
can be varied according to the individual’s income and 
needs. 7 

However, the problem of consumer credit in our post- 
war economy is by no means simple. Abuses by small 
loan companies continue to persist in many states and 
communities. Usurious rates too often victimize people 
who, because of their dire straits or lack of knowledge, 
are ready to borrow and assume interest charges that 
are altogether exorbitant. Much remains to be done to 
eliminate these abuses. The most effective safeguard 
against them is wide availability of consumer credit by 
reputable lending institutions on reasonable terms. 


Effects of Regulation W 


Even more important is the broader policy question 
about the future of the remaining wartime regulations 
imposed on consumer credit by the Federal Reserve 
Board. I am referring, of course, to the much-debated 
Regulation “W.” After the relaxations of controls 
effected last year, the regulation imposes rather loose 
restrictions on consumer durable goods bought on in- 
stallment. For most of the items remaining under con- 
trol, the regulation requires a down-payment of one- 
third of the purchase price, with the balance payable 
over not more than 15 months. 

While during the war, in the face of extreme short- 
ages of goods, this wartime control of installment credit 
contributed much toward the curbing of inflationary 
pressures, it was not wholly satisfactory in the form of 
its administration, its effectiveness and its impact upon 
the various categories of consumers. There is no doubt 
that it imposed a burden upon the lender in its require- 
ment to file forms and reports. Yet, in the case of per- 
sonal loans, it was extremely difficult to enforce; cir- 
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cumvention soon proved to be easy. Above all, such 
restriction on consumer credit is bound to be regressive, 
giving priority on goods to those with long purses over 
those whose purses are short. 

The labor view is that, while the wartime regulation 
“W” should be terminated, this should not be done until 
an adequate, effective and sound peacetime policy 
toward consumer credit regulation has been formulated. 
It is our recommendation that the study of this impor- 
tant problem be initiated at once by the Federal Reserve 
Board, with formal advisory participation by credit insti- 
tutions, business, labor and agriculture. All these groups 
have a legitimate interest and a right to share in the 
study and formulation of sound consumer credit policy. 

All of these groups are in search of steady, unremit- 
ting growth of their nation’s production, employment 
and wealth. In this, as in all other aspects of credit 
policy, they must all make their tangible and real con- 
tribution toward economic stability. To avoid unem- 
ployment, bankruptcy and distress, to assure the tri- 
umph of the American enterprise system, is the purpose 
of the American Federation of Labor. I know that it is 
also your purpose. And so I call on your Association to 
provide means whereby your organization and the 
American Federation of Labor could work together, in 
practical cooperation, toward our common goal. 


Bankruptcy and the Courts 
(Continued from Page 5) 


and business capacity be in doubt, appropriate safe- 
guards and direct supervision of his activities may be 
provided. These may take the form of a requirement 
that checks be countersigned, the execution of a bond, or 
the deposit of cash to cover possible losses. 

This meeting also affords an opportunity for discuss- 
ing the general outlines of a practical and fair arrange- 
ment of the affairs of the debtor. If circumstances so 
indicate, the meeting will be adjourned from time to 
time in order to permit the interested parties to agree 
on such plan. If this comes about, the proposed settle- 
ment is transmitted to all creditors for their approval or 
rejection. You should understand, however, that no 
official committee of creditors can be selected until the 
first meeting of general creditors has been called and 
convened. And, in this connection, I should inform 
you that, under a decision of our Circuit Court of Ap- 
peals, this committee is the only one that can be reim- 
bursed for its expenses. These, of course, include the 
fees of counsel and accountants. With the support of 
this decision, it is easy to reject the compensation ap- 
plications of various and sundry committees that for- 
merly took credit for all that had been accomplished in 
the way of a reorganization, and then upon such pre- 
tense, sought the allowance of extortionate pay. 


Seventy-seven Bees 


This reform is important, and of substantial benefit 
to all concerned. In former days, when we operated 
under the provisions of 77B, a disgruntled. creditor 
wrote a letter to Referee Kurtz. In the course of his 
complaint he indignantly inquired if it was the meaning 
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of the 77B statute that 77 bees—consisting of lawyers, 
accountants, committees and others, could sting the 
estate to death? Fortunately for all of us, complaints 
of that nature are no longer‘common. I trust that they 
will never again be justified. My court is anxious that 
estates shall be administered with the utmost economy, 
and that creditors, as a result, will be the recipients of 
the most substantial dividends that circumstances will 
permit. That has been my desire in the past. It will 
be my purpose for the future. 

Gentlemen, it is a high privilege to be your guest 
today, and inasmuch as I am here, I wish to express 
my gratitude to this organization for what it has done 
for my court and for me. In days gone by, the bank- 
ruptcy work within this district was characterized by 
the scandalous conduct of dishonest attorneys, receivers, 
trustees and many others, including an official of high 
standing. It fell to me and my associates to cleanse 
the filthy stables of bankruptcy. The task was exten- 
sive, the difficulties all but insuperable. Nonetheless, 
the job was accomplished. The success that attended 
our efforts was due—in large part—to the splendid co- 
operation that came to us from this organization, and 
the New York Credit Men’s Association. For what 
they did for me; for what they did for the court; for 
what they did for the honest and efficient administration 
of justice, I am and ever shall be deeply grateful. 


United Action Needed 


In conclusion, let me say this: If throughout the 
United States the established institutions of our social 
order and economy could have the public support that 
credit men of America have given to the maintenance 
of law and order in the bankruptcy court, this would be 
a happy and prosperous land. Labor would have jus- 
tice at the hands of capital, and capital would have the 
justice to which it is rightfully entitled. Furthermore, 
the foreign policy of the national government would not 
be sabotaged, either covertly or openly, by our own 
citizens who apparently choose to weaken us abroad 
rather than to strengthen us at home; and who, if they 
be not disloyal to the institutions within which they 
were raised, make no contribution to their stability and 
permanence. 

If ever, since this government was founded, there 
were need of cohesion, unity and collective strength 
upon the part of the American people, that time is the 
present. Having sacrificed untold blood and treasure 
in an unselfish effort to save the world from utter de- 
struction, and being prepared today to give succor 
wherever needed—not only to friends but to former 
enemies—in the hope that all the world may live in 
peace, security and happiness, let us uphold the hands 
of government and do what we can to save mankind 
from social disintegration, as well as from complete 
moral and financial bankruptcy. If we permit America 
to lose her sense of integrity and justice—and if we 
allow her to be sapped of her strength by those who 
would ruin—if they may not rule—your business house, 
along with all the worthwhile achievements of twenty 
centuries, will collapse into a state of red ruin and the 
breaking up. of laws. If this country be not credited 
with the ends she seeks to attain, a sound reorganiza- 
tion of the world is well beyond the bounds of hope. 
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Quick Quiz for Credit Executives 





1. Do You Allow Cash Discounts ? 


2. If the answer is “Yes,” what do you 
do about the customer who takes nee 
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100 of Each of 10 Styles for $3.00 
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Publications Department 


NATIONAL ASSOCIATION OF CREDIT MEN 


One Park Avenue New York 16, N. Y. 


WHILE YOU ARE AT I1T—Why not send for samples of NACM Financial Statement Forms? 
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THE CASH DISCOUNT MUST STAY 


Elimination Causes Too Much Bad Feeling 


by OSCAR IBER 
President, O. Iber Co., Chicago 


you were the same, they used to tell us the simple 

and beautiful story of Adam and Eve in the Gar- 

den of Eden. I always thought of it as the 
beginning of civilization, for here, for the first time, is 
recorded a story of right and wrong—the violation of 
a trust, the breaking of a promise. It defines the first 
frailties and failing of human beings on this earth— 
the first punishment—the first dispossession—Para- 
dise lost. Not until later in life did I think of it in the 
light of the first bankruptcy on record. All told, it is 
the first human relation story of weakness to tempta- 
tion and failure. 

History tells about Moses and -his difficulties with 
his people. Did not the weaknesses and failings of his 
tribes cause him to climb high unto the mountain and 
write the terms by which they should live? The Ten 
Commandments are a stern appeal. When he set down 
the Command, “Thou Shalt not Steal,” he must have 
had in mind, among others, The Dead Beat. 

Jesus gave us the “Lord’s Prayer.” In it we say, 
“Forgive us our debts as we forgive our debtors.”” This 
prayer needs no interpretation, we all know the meaning 
of it. It has been our guide for almost 2000 years and 
will be forever more. 

The story of the rise of mankind is the story of civi- 
lization. Success and failure are interwoven throughout 
its long history. The principle of the Cash Discount is 
a part of the story; the roots of the idea reach back to 
the beginning of time. 

Today, business could hardly exist without the Cash 
Discount. 


. When I was young and gay, and innocent, and 
bv 


Times Were Hard Once 


In developing my story, more than once was I re- 
minded of the times when we used to buy on regular 
terms, but usually paid off on the installment plan. I 
still blush at the memory of it all. 

At times, even now, when a personal ’phone call 
comes in I can feel myself stiffen up for extra strength 
to ward off an imaginary reminder of a bill overdue. 
In those days, I must say you were kind, but at times 
very persistent. Of course, I could have declined to 
speak on the subject, but didn’t, and stranger yet, I 
now feel I have a message. 

Thousands upon thousands of small firms who started 
as we did, experienced in one phase of business, but very 
much inexperienced in general, could write a similar 
tale—over-buying, over-expansion, spending money; in 
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other words, going in debt over their heads, and in so 
doing creating for themselves a “hell on earth” as well 
as for their creditors. Some do and some don’t pass 
through that crucial stage. That was true yesterday, 
holds true today, and will be so tomorrow. 

_The modern stroy of the Cash Discount dates back 
to the 16th Century. 

In the middle ages robber barons and feudalism 
reigned supreme. The invention of gun powder put an 
end to them and soon they bit the dust. Their down- 
fall gave the capitalistic form of endeavor an oppor- 
tunity to rise and it grew by leaps and bounds. Espe- 
cially was this true of England, The Yeomen of the 
British Isles with their cross-bows and arrows could 
no longer compete with the guns and cannon. In con- 
sequence, they went into factories as workers. Busi- 
ness and Finance got together and developed the profit 
system ; with it, credit became an important angle. 


Profit System In Early U. S. 


The early settlers of the new world—America— 
operated on this basis. As a whole they were a very 
spiritual, hard-working lot of people—Farmers—Store- 
keepers—Craftsmen—Artisans. But, in spite of all their 
sterling qualities, some developed bad habits. The 
human fault of not paying off a debt appeared among 
them. 

And so the early settlers introduced to the Indians 
the debtors’ jail. Jails, up to that time, were as un- 
known to the Indians as was firewater. 

The more industrious individuals among the early 
settlers accumulated capital. Competition became a 
factor and a cash buyer usually obtained better prices, 
for the seller did not have to act in the capacity of 
banker. 

Risk was not involved in any cash transaction ; a Cash 
Discount was not labeled as such in so many words— 
but the distinction existed. This distinction marked the 
division between preferred and term buyers. It was of 
utmost importance—far more so than was generally 
realized. 

Distances then were no greater than they are today— 
but it took a longer time to get “there.” 


Credit Men Were “Top” Men 


As our country expanded, distance and time were 
important elements. Usually it was the proprietor or 
head executive of eastern manufacturers or jobbers who 

(Continued on Page 26) 
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THE CREDIT EXECUTIVE'S LIBRARY 


A Monthly Review of Timely Books 


by DR. CARL D. SMITH 
Director af Education, NACM 


Cartels In Action by George W. Stocking & Myron W. 
Watkins. Published by Twentieth Century Fund, New 
York, 1946, Price $4.00. 

The authors of this volume are competent authorities 
on monopolies and cartels, and were appointed to 
prepare a series of reports on cartels which would 
give the general business public the necessary infor- 
mation in order that the issues involved could be 
clearly understood. This is the first of three volumes 
to be issued by the publishers. This volume presents 
case histories of different types of cartels, ranging 
from the loosely organized to the close, well-knit finan- 
cial set up. The second volume will be devoted to an 
appraisal of the methods used by cartels and the 
economic effects upon various phases of business 
activity. The third volume will be directed to the 
problems of domestic monopoly. 

The first ten pages of the book are devoted to clear 
and understandable presentation of the nature and 
extent of cartels as well as a brief introduction of the 
types of agreement under which they operate from a 
legal point of. view. 

The case histories are well written, are highly 
informative and should be read by executives who are 
interested in any one or all of the industries discussed 
in the cases. The following industries are covered: 
sugar, rubber, nitrogen, steel, aluminum, magnesium, 
electric lights, and chemicals. This list of industries 
was selected in order that a representative cross-section 
of the cartel movement could be presented. The reader 
will close his study of any one industry with the reali- 
zation that he has been given a detailed account of how 
the cartels in that particular industry came into being, 
what their structure is, and how they affect prices and 
production in the industry as a whole. 

The book closes with an excellent chapter on the 
role of I. G. Farbenindustrie. 

This is a volume which will not appeal to many 
credit executives unless their responsibilities call for 
action in the field of foreign trade. By reason, how- 
ever, of the current economic interest in cartels and 
monopolies we believe that every business executive 
should take time to acquaint himself with the cartel 
organization, not only in his own industry, but in 
allied fields. Doing so he will be better prepared to 
understand some of the implications that may grow 
out of the discussions centering around the Interna- 
tional Trade Organization recently established under 
the direction of the United Nations. 


My Boyhood In A Parsonage by Thomas W. Lamont. 
Published by Harper and Brothers, New York, 1946, 
2.50. 

Most of us who have reached middle life or beyond 
can profit much by projecting our present-day busy 
minds back into the boyhood experiences of some 
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noted personage whose executive and managerial 
accomplishments have become noted. Normally we 
associate the name of the author with Wall Street, 
the House of Morgan, and with great financial manipu- 
lations and accomplishments. I recommend the reading 
of this book, for in it one sees the man Lamont in the 
making. In it one gets a “boy’s-eye view of the 
Hudson River Valley in the 1880’s, a world unmolested 
by automobiles, telephones, radios, and atomic bombs. 
The wisdom of the book lies in its direct and intimate 
delineation of human nature. Here is how one of our 
great financiers came up the American way.” 





Here Is Your Opportunity 
For ADVANCED Study 


The Executives’ School of Credit and Financial 
Management at the University of Wisconsin this 
summer is conducted primarily for the benefit of 
experienced credit managers, treasurers, sales 
managers and other top management executives. 


Attendance at these sessions will give 
you an opportunity to discuss current 
problems on a managerial level with 
seasoned executives like yourself. 


And the classroom and roundtable discussions 
are only a part of the advantages that the school 
offers. Subjects of vital, immediate import will 
be presented by a faculty of foremost professors 
and business men. Two weeks spent in close 
daily association with these men and eighty-nine 
other executives will prove a profitable and in- 
teresting experience. 


This is a chance you should not miss. 
Registration is limited to ninety, so it is 
suggested that you write at once for a 
catalogue and an application form. 


Address your communication to 


The Registrar 


Executives’ School of Credit and Financial 
Management 


One Park Avenue 
New York 16, N. Y. 
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THE CASH DISCOUNT 
(Continued from Page 24) 


made annual or semi-annual pilgrimages to his accounts 
to sell them enough merchandise to last from one trip 
to another. The “Top Men” made these trips of neces- 
sity—because they also were the Credit Men. 

There was no R. G. Dun to fall back on. R. G. Dun 
was established only a little over a hundred years ago. 
Of course, cash buyers were preferred in those days, 
and term buyers invariably paid a higher price to com- 
pensate for the risk and the use of the money. 

The railroad, the automobile, and later the airplane 
changed all this. Distances melted,’so to speak. Orders 
became smaller but far more frequent. This change 
brought into the world the drummer, or traveling sales- 
man, and a little later the creditman. No longer did 
the heads of concerns personally have to appraise the 
stability of their customers and prospects. There was 
just one answer—shorter terms and a tightening of 
credit. The principle of Cash Discounts became THE 
important factor. 

I have heard it said that the modern application of 
Cash Discount came into general use following the Civil 
War. The seller of merchandise, because of general 
credit conditions, preferred cash instead of granting 
credit. Therefore, he widened his price between cash 
and terms as an inducement to buyers to pay cash. He 
did not sell for less, but charged more to compensate 
for the risk involved. Business failures were numerous. 
This was a common sense application of the Cash Dis- 
count principle during unusual times and proved of 
great worth at this period. 


Discount Is A Reward 


As times marched on after the Civil War, mass pro- 
duction came into being, distribution changed, and the 
payment of bills became a real problem. Credit and Fi- 
nance solved it by adopting the Principle of the Cash 
Discount as a merit Award system; and today, over 
96% of all manufacturers and distributors believe in it. 
I, therefore, say that bucking the Cash Discount is a 
waste of time. To study its purposes with a view to 
improving the function, in my opinion, is the essence of 
intelligence. 

The Cash Discount principle has been, is, and always 
will be a most important factor in the field of credit. It 
is of tremendous help to credit men in the collection of 
accounts and is directly responsible for the more fre- 
quent turnover of accounts receivables, which is a most 
desirable feature in the financial set-up of any business. 

The question of Cash Discounts ‘has-been cussed and 
discussed for at least forty years, but after an extended 


research, I find that nothing of importance has been. 


added to the original so-called objectives. Personally 
I think these discussions keep on and on, for each time 
the question arises, the value of the Cash Discount is 
emphasized. Today this principle is entrenched more 
solidly than ever before. 


—And A Criterion 


Actually, the Cash Discount is a very scientific tool in 
the art of finance. It has become a yardstick of, and a 
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divider between, superior and inferior accounts. To 
state it bluntly, the principle of Cash Discounting re- 
wards promptness. A quality much desired, but not al- 
ways practiced in human relations. 

Discounters are granted a premium and usually earn 
the lowest possible price. Non-discounters are penalized 
by the seller to the extent of the amount of the Cash 
Discount for the use of the money. It is a merit and 
demerit system. 

When I went to school, a certificate of merit was the 
reward of a pupil who was punctual and attended school 
regularly, but if the student was tardy, a demerit in 
the form of certain depressing figures appeared on the 
grade card. All this for the purpose of teaching prompt- 
ness! Isn’t the Cash Discount principle built around 
the same idea? Instead of receiving a certificate of 
merit, the reward is hard cash. 

John T. Bartlett, business research specialist, tells 
this story: 

“John Tiller, a hardware man arranging for a line of 
credit, made this statement to his banker: ‘I figure it 
this way, if I can clear up my past accounts and promise 
to discount—and keep that policy up—I won’t have so 
much difficulty getting goods to sell.’” 

He’s right! The discount-takers usually get human, 
merited and first consideration when the manufacturer 
doesn’t have enough stock to take care of his entire 
trade. 


—And Encourages Punctuality 


Net terms create a negative reaction because a delin- 
quent is very often threatened with interest charges 
when bills become overdue. He is facing a demerit— 
and additional cost. We all know this to be true—and 
if we have demerits for the slow debtor, is it not good 
business to have a merit system for the prompt payer? 
A sale is not a sale until the money has come in, and 
in view of the fact that it does not cost you a cent, much 
is accomplished with the aid of the Cash Discount. And 
so it seems to me that objectors are shooting wide of the 
mark. The Cash Discount principle was created to 
overcome something very vital in the world of busi- 
ness—the human fault of tardiness. 

Every debtor likes to keep his money as long as pos- 
sible; but, offer a reward, a premium, and it brings 
forth action and money. 

What more proof, in favor of Cash Discount, do we 
need than the report published by Dun & Bradstreet, 
published late last year. This is what it says: 
“The flood of new businesses continues at a high crest. 
An average of 1958 new enterprises was reported daily 
for the past two months against 1115 withdrawals. Al- 
terations in rating are also at a new high for the period 
with 1947 daily changes, favorable and unfavorable. 


Changes in 
Continental U. S. November Issue 
Ne eee bos 117,487 
I hse cnn ue'des ) evans 66,892 
ee re 116,797 
oY rer err ere 12,293 
TO NF 55S 313,469 


“Actually, these changes affect 14 per cent of the names 
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in the Reference Book for the past 
two months, and represent 5224 
daily changes.” 

What a story such a report re- 
veals; what a revelation of accuracy 
in judging the success and failure, 
the rise and fall of credit and collec- 
tion of individual businesses which 
collectively are the backbone of our 
nation. I often wonder what the 
story would be like if the measuring 
device, the Cash Discount, had not 
come into regular use. 

Some say that both Dun & Brad- 
street and the modern method Cash 
Discount were established at about 
the same time. - Visualize a Dun & 
Bradstreet report and notice how it 
spins the story of the report around 
the periods of discount — prompt 
and slow. How well it judges cred- 
it, the common denominator of char- 
acter, capacity and capital by using 
the Cash Discount as a basis of 
judgment. 

Whenever I see such a report, I 
wonder at the group that wants to 
do away with the principle of Cash 
Discount, and in place substitute net 
terms. At this point, I always like 
to question them as to why, how, 
and with what can the credit man 
judge between superior and inferior 
customers. 


Why Bother About The Few? 


On our books, approximately 96% 
of our sources allow a Cash Discount 
and about 4% do not. 

Now, some of you will say, “Why 
worry when the score in round fig- 
ures reads 4% against, and 96% 
for the principle of the Cash Dis- 
count?’ Then too, you may say, 
“What can be done about it?” In 
my opinion, already a whole lot has 
been done; reams upon reams of 
leaflets on the subject of Cash Dis- 
count have been distributed by many 
trade associations, followed by thou- 
sands and thousands of letters. 

It is my humble opinion that credit 
changes will continue and possibly 
increase unless we remain on the 
alert. We always will be in a state 
of flux in credit and collection. It 
is possible that I am barking up the 


NEXT MONTH 


Over 100 addresses were delivered 
at the group meetings during the Na- 
tional Convention. Some of them 
have come our. way,.and they are 
good. Look for them in next month’s 
issue, 
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GET THOUSANDS OR MILLIONS QUICKLY UNDER 
THIS LIBERAL, LOW-COST PLAN 


If your business needs more cash . . . for working capital 
or any other sound business purpose . . . send for our 
book, “A Better Way to Finance Your Business.” 

Learn how little money costs, how much more 
you can get and how long you can use it under our 
Commercial Financing Plan. Manufacturers and 
wholesalers have used this plan to a total of more 
than one billion dollars in the past five years, 
because they found it more liberal, more flexible, 
more conducive to progress and profit. Write 

or phone the nearest office listed below. 


he 








Send for this book 


COMMERCIAL FINANCING DIVISIONS: 
BALTIMORE, NEW YORK, CHICAGO, 
LOS ANGELES, SAN FRANCISCO, 
PORTLAND, ORE. 


OFFICES IN MORE THAN 300 CITIES OF THE UNITED STATES AND CANADA 
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wrong tree, and that I have taken the subject of Cash 
Discount entirely too seriously. It is possible that I 
am taking up-time insofar as Manufacturers are con- 
cerned, but I am not barking up the wrong tree when 
it comes to Distributors, for we know that we are very 
much affected by the course of Cash Discount. We 
allow it to get our money in quickly—we need this 
money to pay our bills. If we do not allow a Cash 
Discount, collection of bills would extend at least an- 
_ other 20 to 45 days or even more with a corresponding 

increase in the cost of collection. This is fact and not 
fiction. The natural result of that would be the need 
for additional capital equal to the amount of at least an 
average month’s business. 

Of course, the Net Termer here would say that it is 
not true because you don’t have to pay us any sooner 
than your customer pays you. 

The fallacy of this is that this would be the opinion 
of the few, less than 5%, but the discounters again will 
say, “Why worry? We, the 95 per centers will not 
change.” So, where are we in this conflict between the 
believers and unbelievers? Can we get the answer to 
the question here? If we could keep the percentage 
of 96% vs. 4% in status quo, I believe we, as distribu- 
tors, would settle on that basis and be satisfied. That 
would mean then, that when you have to make a change 
in price, you would change your cost to us keeping in 
mind the spread between our cost and your recom- 
mended resalz, but keep the terms of payment ‘intact. 


The Canceled Discount 

I have more or less generalized on the Cash Dis- 
count principle, but now wish to register our pet peeve 
which is directed to the party or parties who, in order to 
make an extra dollar, take away or lower their cash dis- 
count to the distinct disadvantage of the wholesaler 
or distributor without any sacrifice on their part what- 
soever. This unfair practice is usually instigated by 
someone either new in the field of credit and finance or 
prompted by lack of understanding or unselfishness. 

Whenever such a change in terms comes to me in a 
letter, I wonder just what prompted it. Every year a 
few such letters come in and I always wonder too, if, 
when they change their selling terms, they change their 
‘buying set-up as well. 

Inquiry has proven to me that in the majority of 
cases such changes are made to gain the 2%, or what- 
ever the Cash Discount is, at the expense of their cus- 
tomer. It is easy to find out; just look at the lines of 
Discounts Earned and Discounts Allowed in any finan- 
cial statement. 

During the years gone by, quite a few have tried it, 
but very, very few have stuck it out; they just can’t 
stand up under the avalanche of letters that bring re- 
sentment and objections to the uninitiated. 

Here is an example of correspondence exchanged on 
this point. -A Manufacturer just recently changed his 
discount from 2% to 1% and shortened the discount 
period. 

“As a special concession we have, in the past, allowed 
you cash discount terms of 2% 10th prox. 

“Due to the large volume of business, and increase in 
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our Accounts Receivable, we find it necessary to revise 
our terms effective as of—so & so date. 

“On invoices dated from the lst to the 
15th, intlusive, we will allow 1% cash dis- 
count if paid by the 25th of the same month, 
and on invoices dated from the 16th to the 
31st, inclusive, we will allow 1% cash dis- 
count if paid by the 10th of the following 
month, 30 days net.” 

Here is the Distributor’s reply: 

“Your letter of so & so date changing your cash dis- 
count terrhs from 2% 10th prox to 1% twice a month 
for cash discount terms is very bad news to us. 

“We consider the receiving of the almost uniform-2% 
10th prox cash discount terms from a supplier as an 
item of extreme importance to us. 

“Why do we consider it so important? 

“First, because any shortening of the 2% cash dis- 
count by a manufacturer reduces our profit on his line 
because we are forced to extend 2% cash discount 
when we sell his merchandise because it is on an invoice 
with other merchandise that carries 2% cash discount 
and the cost of separating it would be greater than the 
amount involved on the individual invoice. 

“Second, we have literally thousands of bills to pay 
to manufacturers each month and lack of uniformity of 
cash discount terms increases the work of our Account- 
ing Department appreciably. 

“For these two very real reasons, we would rather 

see a manufacturer change his price to us than to see 
him change from the uniform 2% 10th prox cash dis- 
count. 
“We are sure that all of your other distributor cus- 
tomers feel just as we do and we earnestly ask you to 
reconsider this decision of yours and re-establish your 
terms of 2% 10th prox.” 

It is not unusual when money is cheap for some 
sellers to attempt to secure an extra profit by reducing 
or abolishing the Cash Discount, and so they begin to 
tinker with their terms. 

Such a period of cheap money is with us now—and 
as Distributors we bespeak the cooperation of the 96%. 

A wise man once said, “the recognition of fault is 
the beginning of correction.” 





WANTED - YOUR OPINION 


The National Association of Credit Men has 
over 27,000 members. All of them are daily 
engaged in transactions which are affected by 
the discount question. All of them have prob- 
ably formed their own ideas about whether the 
cash discount is a good or bad thing, a necessary 
or unnecessary thing. 

Put your opinion on paper. Others want to 
hear it, and not only about discounts. Credit 
and Financial Management is your information 
clearing-house. Why not contribute to it? 
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LETTER TO 


THE EDITOR 





Dear Sir: 


In no Credit publication have I 
noticed any article dealing with the 
public reaction to the cycle billing 
plan. 

Undoubtedly this cycle billing sys- 
tem has many advantages to manage- 
ment, but what is it doing to the bill- 
paying habits of the customer? After 
decades of effort to instill in the pub- 
lic mind the fact that “bills are ren- 
dered at the close of the month—due 
on or before the tenth,” what is the 
customer’s reaction now to his get- 
ting bills at any or all dates through- 
out the month? 

Obviously many concerns expect 
payment within ten days after billing. 
The systematic bill-payer, the one 
that will still be in our good graces 
regardless of any type of billing, is 
the one who accumulates his bills 
and pays them all—on the tenth of 
each month—and every month. 

Sincerely, 
Quinton E. Louthan 
Credit Manager 
Southern Music Co. 
San Antonio 


Banker Expects Break 
In Building Boom In 


The Next Three Years 


Past fluctuation in building 
activity would indicate that 
& 


the present building boom will 

turn rapidly between 1947 and 
1950, according to Walter Mitchell, 
Jr., Vice-President of the Irving 
Trust Company, New York. 

Addressing the Hardware Group 
at the National Convention Mr. 
Mitchell discussed the future of hard- 
ware distribution; and the future of 
residential construction as it affects 
the demand for builders hardware 
and related items. 

“Obviously there are too many un- 
known and uncertain facts in eco- 
nomic affairs to permit anyone to 
predict the long term or short term 
future with consistent accuracy,” he 


(Continued on Page 33) 














Send today for FREE book 
on “Credit Loss Control” 


LOOK AT YOUR STATEMENT. What will happen to your re- 
ceivables . ..if business failures and credit losses continue to climb? 
Since V-J Day credit losses have climbed rapidly .. . following the 
same basic pattern that appeared after World War I. And in that 
period of readjustment, current liabilities of failures jumped to 
553% of the 1919 total in just two years! No one knows how far 
the present trend will go... but you can be certain that you will 
not suffer from credit worries or loss, if you have American Credit 
Insurance. 

Manufacturers and wholesalers in over 150 lines of business carry 
American Credit Insurance . . which GUARANTEES PAYMENT 
of your accounts receivable for goods shipped . . . pays you when 
your customers can’t. 

“Credit Loss Control’’ . . . a timely book for executives . . . may 
mean the difference between profit and loss for your business . . . in 
the months and years of uncertainty and change that lie ahead. 
This book charts the rise in business failures after World War I 
. .. presents actual credit history and credit loss cases .. . and 
shows how you can safeguard your accounts receivable and your 
profits. For a free copy, address American Credit Indemnity 
Company of New York, Dept. 47, Baltimore 2, Maryland. 
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CED Research Committee 


Publishes Statement on 
Needs of Small Business 


strengthen small business in 

its management, in its finance 

and with respect to taxation, 
and to improve competitive oppor- 
tunity is contained in a statement on 
national policy made public by the 
Committee for Economic Develop- 
ment. The statement, which follows 
two years of study by the CED Re- 
search and Policy Committee, was 
made public by Paul G. Hoffman 
and Raymond Rubicam. Hoffman 
is president of the Studebaker Cor- 
poration and CED chairman, while 
Rubicam is chairman of the Re- 
search and Policy Committee. 

“In releasing the statement at this 
time we do so fully aware of the fact 
that small business, in most lines, 
has been unusually vigorous and 
prosperous since the war,” Hoffman 
said. “But the boom times of 1946 
and early 1947 will not last forever. 
As war accumulated backlogs of de- 
mand are satisfied and as competi- 
tion for markets becomes increas- 
ingly keen, the curve of discontinu- 
ances and failures will begin to 
mount. This statement takes a long 
run view of the special problems of 
smaller enterprises. In so doing we 
recognize that what helps small busi- 
ness helps all business and the na- 
tional economy as a whole.” 


= A program designed to 
\ 


Management Chief Problem 


The statement declares that the 
number one problem of small busi- 
ness is management, and that more 
failures are due to lack of skill in 
running the enterprise than to any 
other single cause. The committee 
makes several recommendations to 
solve this problem. It proposes that 
manufacturers, suppliers and trade 
associations increase their technical 
aids to small business, that com- 
munity organizations widen their 
services and that colleges and uni- 
versities set up special training 
courses in this field. Continuing re- 
search in the field of small business 
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and expanded service to it by the 
Department of Commerce also are 
recommended to improve the levels 
of management. 

In the field of financing, the state- 
ment points out that the biggest 
problem of small business is long 
term credit and equity capital. It 
also states that while in times of 
prosperity most small business men 
receive all the short term financing 
they can reasonably use, small busi- 
ness needs assurance that its credit 
sources will not dry up in emergen- 
cies. 

The report suggests that bankers’ 
associations prepare credit manuals 
and expand counselling services to 
assist small enterprises in their 
financing operations. It is recom- 
mended also that financing institu- 
tions engage actively in the forma- 
tion of financial companies which 
will invest in small or new concerns. 
The committee feels that community 
development corporations, although 
probably limited in scope, are worthy 
of encouragement. 


Capital Banks Proposed 


The statement calls for supple- 
menting present banking facilities by 
the establishment of new capital 
banks to provide capital loans and 
equity capital for small business. In 
making this proposal the statement 
says: 

“The commercial bank is ordi- 
narily not geared to the sharing of 
investment risk with its borrowers. 
There is, therefore, need of a finan- 
cial agency devoted exclusively to 
the requirements of small business 
for long terms and equity capital.” 

The statement recommends es- 
tablishment of capital banks as an 
extension of the present commercial 
banking system. These capital banks 
would be chartered under the Fed- 
eral Reserve System operating under 
banking rules adapted to their special 
purposes. Initially the stock of a 
capital bank for a given community 








or area could be subscribed by the 
banks therein up to a specified per- 
centage of their capital and surplus. 
Business firms and individual in- 
vestors also should participate. 


Subsidies Not Recommended 


The CED Research and Policy 
Committee believes the federal gov- 
ernment should avoid subsidies, di- 
rect loans or unrestricted guaran- 
tees on commercial loans to business, 
except in periods of grave emer- 
gency. It declares “it is important 
that our private financial system 
be enabled to meet the legitimate 
needs of private business under all 
ordinary circumstances.” While 
opposing direct governmental loans 
the committee favors granting pow- 
ers to the Federal Reserve System 
enabling it to guarantee, up to a 
stipulated percentage, term and capi- 
tal loans made by commercial banks 
so that the Federal Reserve System 
can serve as an agency of stimulation 
and education in normal times and 
be in a position to bring its extended 
powers into full play for use in 
periods of emergency. 

On the subject of taxes the com- 
mittee favors reforms in those pres- 
ent provisions of the taxing system 
which are harmful to all business but 
which, in its opinion, bear on small 
business with special severity. The 
committee does not advocate creat- 
ing tax privileges in favor of small 
business as a class, but points out 
that the need of all business is for 
risk capital and that the soundest 
sources for such capital are indi- 
vidual savings and the plowing back 
of earnings into the business. 


Urge Tax Reduction 


It is recommended that as rapidly 
as is consistent with the maintenance 
of high employment and production 
without further inflation there 
should be a general reduction in both 
business and personal income taxes. 
Corporate and non-corporate busi- 
ness should have the right to carry 
forward losses from business opera- 
tions to apply against subsequent 
earnings for a period of six years, 
the statement says. 

Other recommendations are that 
taxpayers should be permitted to 
average their income tax over a 
period of years to reduce present dis- 
crimination against those with ir- 
regular incomes, that greater lati- 
tude be given for depreciation and 
that double taxation of corporate in- 





CREDIT AND FINANCIAL MANAGEMENT, June, 1947 











come be eliminated. 

Voluntary action by business, 
large and small, it is contended, can 
do much to promote free and fair 
competition. and to strengthen small 
business. Removal of barriers to 
interstate trade is urged, also the 
abolition of arrangements with other 
firms or with labor unions to limit 
competition or to shut out new prod- 
ucts, also that tie-in sales and other 
monopolistic practices be stopped. 

The CED Research and Policy 
Committee says that trade associa- 
tions can help importantly by em- 
phasizing measures to better the po- 
sition of small business, such a 
grouping of resources for more effec- 
tive merchandising, buying, adver- 
tising, etc. 


Trade Acts Need Revision 


Finally it offers as one of its major 
recommendations that the existing 
federal legislation relating to compe- 
tition and business practices, such as 
the Sherman Anti-Trust Act, Mil- 
ler-Tydings Amendment, Clayton 
Act, Federal Trade Commission Act, 
Robinson-Patman Act, etc., be re- 
examined and recast to clarify ob- 
jectives and insure consistency in the 
application of reasonable principles 
and methods to further these objec- 
tives. Along with the ¢larification 
of federal legislation, the Committee 
recommends a reappraisal of current 
state and local legislation which un- 
der the guise of preventing unfair 
competition may deny competitive 
freedom and force subterfuges that 
are especially damaging to small 
businesses. 

An improvement in employee se- 
curity programs of small business 
and a general study of management- 
labor relations with respect to small 
business are recommended. 

The statement points out that 98 
per cent of all business firms in 
America are small. ' It notes that 
3,317,000 business units in this 
country in 1939, when the last U. S. 
census of business was taken, 1,503,- 
000 had no employees, 1,221,000 had 
one to three, 305,000 had four to 
seven, 166,000 had eight to 19 and 
70,000 had 20 to 49. There were 
but 52,000 firms with 50 or more 


employees. 


Small Businesses Healthy 


The committee takes the position 
that small business is more virile 
and durable than many observers 
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believe. There are today a million 
more small business firms in the na- 
tion than we had in 1900. Small 
firms provide about 35 per cent of 
the nation’s volume of business while 
affording employment to 45 per 
cent of all those engaged in busi- 
ness, either as employers or work- 
ers, the statement declares. In con- 
cluding it says: 

“Our goal is equality of oppor- 
tunity for every type and size of 
business. This is vital in preserving 
a healthy, growing and productive 
system of business enterprise, and 


by the same token, the well being of 
this country. The American busi- 
ness system is being questioned 
today in many places in the world. 
There is a responsibility that each 
business man act so as to strengthen 
the free enterprise system. It is a 
responsibility he owes ‘to the system 
he believes in.” 

Hoffman said that the small busi- 
ness and other policy statements are 
the responsibility of the CED Re- 
search and Policy Committee and 
not of the Board of Trustees or of 
the research staff. 
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Uncle Sam's Payroll 


Consolidated table of Federal personnel inside and outside continental United States 
employed by the executive agencies during March 1947, and comparison with 


February 1947 








Departments or Agencies 


Executiva Departments 
(except War and a vessel 
Agriculture Department. . : 
Commerce Department................... 
Interior oe ell a ea 
Justice Department. . 
Labor. Department. . 
Post Office Department. . Se ienge foe 
eee eee ee 
Treasury Department. . SSF chee 
Emergency War Agencies 
Office of Defense Transportation. . 
Office of Scientific Researchand Development 
Selective Service System. . 
Postwar Agencies. 
Council of Economic Advisers............. 
Office of Government Reports............. 
Office of Housing Expediter............... 
Office of Temporary Controls: 
Office of War Mobilization and 
Reconversion. . rey ho 
Office of Price Administration....... .. 
Civilian Production Administration. 
Philippine Alien Property Administration. . . 
Price Decontrol Board.................... 
U. S. Atomic Enregy Commission........ 
War Assets Administration................ 
independent Agencies 
American Battle Monuments Commission. . 
Bureau of the Budget. . 
Civil Aeronautics Board. . 
Civil Service Commission... oe ties 
Export-Import Bank of Washington. tore 
Federal Communication Commission. .... .. 
Federal Deposit Insurance Corporation... .. 
Federal Power Commission.............. 
Federal Security Agency.................. 
Federal Trade Commission............... 
Federal Works Agency.................... 
General Accounting Office. . 
Government Printing i ba 
Interstate Commerce Commission. . ; 
Maritime Commission.................... 
National Advisory Committee for Aeronautics 
National Archives. . cae 
National Capital Housing Authority. . See 
Nationai Capital Park and oe 
Commission. ea Tees 
National Gallery of Art... 
National Housing Agency. . 
National Labor Relations Board. . aa 
National Mediation Board................. 
Panama Canal 
Railroad Retirement Board. . 
Reconstruction Finance Corporation... , 
Securities and Exchange Commission... .. 
Smithsonian Institution................... 
Tariff Commission. . 
Tax Court of the United States. . 
Tennessee Valley Authority. . Sy 
Veterans‘ Administration................. 


Total, excluding War and Navy Depart.. 
Net decrease, excluding War and oe Depts... 
Navy Department. . me 

War Department _ 
inside continental United States... ....... 
Outside continental United States....._... 


Total, including War and Navy Depts. . 
Net decrease, including War and Navy Depts. 


February | March Increase | Decrease 

79,095 79,439 344 |. 

37,308 37,928 620 |. 

49,365 50,416 1,051 |. 

24,460 24,616 156 

7,375 7, ok AB ey 
459, 148 | 461 677 2,529 Sees 
21 956 22,120 1 a 
03,782 103, ‘746 |. 36 
96 OP 4 ix09 se Abd 3 

149 Sere 39 
8,852 8,586 266 

28 41 13 er 

149 Mc kds See 4 
1,929 1,530 399 

133 116 

13,510 12,725 785 

3,855 OE Beas owns cece 357 

64 71 Renee oes awak 

4,80 4,189 91 

51,815 48,866 2,949 | 
80 2 

611 610 |. eit 1 
529 538 Di. 
3,528 3,538 10 |. 

119 118 |. sae 1 
1,388 1,370 |. 18 
1,187 1,191 4 fe 

783 776 |. cg 7 

31,969 133,396 1,427 gi 
592 Re xii arde ae 1 
24,859 24,956 107 ee 
11,045 10,944 an 101 
8,037 7,973 64 
2,287 2, 1 xo 

»783 11,419 see 364 
5,617 5,630 13 |. ef os 

396 396 |. Eat, 

283 284 1 

17 18 ht Pare 
310 We Ashcan cree 2 
16,095 15,673 |. 422 
886 854 |. 32 
100 103 3 Madr 
27,756 27,781 25 ea 

5788 2,791 tee 
8,446 8,060 |. 38 
1,195 1,190 |. 5 

510 512 2 

224 229 5 

121  « ee pei 

13,566 13,609 43 Seca 

230,839 | 228,722 |.......... 2,117 

a 299 | 1,273,479 6,647 | : 8,467 
373,923 BORNEO A. hes sau ce : 

428,750 | 412,766 15,984 

173,774 | °173,774 Ae bie 

.| 2,251,746 | 2,232,143 6,647 ine 26,250 


' Includes 1,071 employees of Howard University and 90 employees of Columbia Institute 


for the Deaf, previously not included, 


? As of Feb. 28, 1947, March 1947 figure unavailable. 
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Government Payroll 


Shows Little Sign of 
Any Real Reduction 


Federal employment, both conti- 
nental and abroad, decreased 19,603 
during the month of March, 1947. 
The February total of 2,251,746 was 
reduced to 2,232,143 for March. The 
reduction is due mostly to the large 
decreases in War and Navy Depart- 
ments. By excluding these two de- 
partments from the total the reduc- 
tion shown amounts to only 1,820. 
Within the continental United 
States federal employment decreased 
from the February total of 1,969,864 
to the March total of 1,949,645, a re- 
duction of 20,219. Excluding War 
and Navy Departments again there 
was a reduction of 2,378. Outside 
the United States the employment 
increased 516 to a total of 282,398 
for March. 

Twenty-five establishments  in- 
creased personnel during March. 
Three of these increases were sub- 
stantial. Interior Department in- 
creased 1,051; Post Office Depart- 
ment increased 2,529 and Federal 
Security Agency increased 1,427. 
The most substantial reduction was 
15,984 in» the War Department. 
Veterans Administration decreased 
2,117 during the month, the Navy 
Department reduced 1,799, and the 
War Assets Administration reduced 
2,949. In all, twenty-five estab- 
lishments, excluding War and Navy, 
reduced a total of 8,467, or an aver- 
age of about 340 per agency. 

During the year and one-half since 
V-J Day the War and Navy De- 
partments have reduced a total of 
1,573,649. Yet the overall reduc- 
tion during this period is only 1,417,- 
626. This means that the depart- 
ments and agencies other than War 
and Navy have increased 156,023 
since the end of the war. Instead 
of a reduction in personnel resulting 
from the termination of war func- 
tions, new functions were established 
and old functions were continued 
under new titles in order to main- 
tain employment and continue the 
self-perpetuation philosophies as 
practiced in the Executive branch 
of government. 

Personal services is the largest 
individual item of cost in govern- 
ment departmental operation. It is 
a very important figure in the 
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national budget and in order to 
reduce the budget the payroll must 
be cut. In order to do this it is 
imperative that personnel be re- 
duced, not to a pre-war level, but to 
a level that is most economical. This 
also means that unnecessary and 
overlapping functions be abolished. 


New York Recognizes 
Outstanding Work of 
Felio and Rubanow 


New York: Joseph Rubanow, Vice- 
President of the Manufacturers Trust Co., 
was presented with a gold emblem of the 
National Association of Credit Men at 
a meeting of the board of directors of 
the New York Credit Men’s Association 
recently. The award, given in apprecia- 
tion of his many years of effort on be- 
half of the New York Association, was 
presehted by Henry H. Heimann, Ex- 
ecutive Manager of the National Asso- 
ciation. Mr. Rubanow is retiring Vice- 
President of the Eastern Division, and 
has been on the National Board, as Di- 
rector and Vice-President, since 1937. 

At the same meeting, a wrist watch 
was presented to Earl N. Felio, Colgate- 
Palmolive-Peet Co., in recognition of his 
outstanding administration as President 
during the past two terms. 





Philadelphia: A committee, 
headed by Charles E. Fernald, Na- 
tional Vice-President for the East- 
ern Division, has been appointed 
by the Credit Men’s Association 
of Eastern Pennsylvania, to investi- 
gate the possibility of moving to 
a new home. 





Delegate’s Wife Injured 


New York: The only casualty of the 
convention, so far as we know, occurred 
on Wednesday, May 14, when the wife 
of Mr. Martin L. Depenbrock, Inter- 
woven Stocking Co., Martinsburg, W. 
Va., slipped and fell on 46th Street, after 
touring Radio City, and broke her arm. 
She was removed to Middlesex Hospital, 
New Brunswick, N. J. 

We hope that Mrs. Depenbrock is now 
fully recovered. 


Frank H. McCall Will Be 
Omaha’s New President 


Omaha: Frank H. McCall, Fairmont 
Foods Company, was elected President 
at the annual meeting and ladies’ night 
party of the Omaha Association of Credit 
Men on May 22. At the same meeting 
John C. Conley, Wright & Wilhelmy 
Company was elected first Vice-President, 
and Carl M. Howard, Standard Oil 
Company, second Vice-President. 


Banker Expects Break 
In Building Boom (cont’d) 


said. “This is so evident that many 
a business enterprise operates on a 
strictly day to day basis, abandoning 
all efforts to analyze the future, on 
the ground that the result of these 
efforts might be misleading. 

“The danger of such a course is 
that it is equivalent to an assumption 
that conditions of the future will be 
about the same as in the present. Yet 
from all business and human history 
we can be certain that is not true. 
Change is continuous and inevitable. 

“In a recent study our Economics 
Department at the Irving showed 
that the construction industry is sub- 
ject to wider fluctuations than almost 
any other major industry and this, 
of course, affects hardware. Con- 
struction has followed a cycle of 
about 16 to 18 years duration with 
low points in 1900, 1918 and 1933 
and high points in 1909 and 1925. 
War prevented another peak in 1943. 
Another low occurred in 1944 and 
there are indications that the present 
boom will turn rapidly the other 
way some time between 1947 and 
1950. There are those who believe 
that public purchasing power will 
increase in the next four or five 
months but at present it seems un- 
likely that this will facilitate con- 
struction because of the shortage of 
materials and high prices for them 


as well as for labor.” 

Mr. Mitchell urged the hardware 
manufacturers to watch the fortunes 
of neighborhood hardware retailers. 
and showed how these reflect the di- 
rection of city growth. 

“The neighborhood stores doing 
best are those in areas of owned 
homes. Stores in areas of rented 
homes and apartments are less pros- 
perous while those in tenement, 
boarding house and industrial dis- 
tricts which once contained prosper- 
ous homes were doing poorly except 
for those few who had developed 
mill supply business. The credit 
man should keep well informed also 
about changes in channels of distribu- 


‘tion. Remember that hardware re- 


tailers years ago failed to merchan- 
dise automotive supplies with the 
consequence that stores distributing 
these supplies soon were competing 
with hardware stores in the fields of 
household items, tools and other 
lines.” 

Finally Mr. Mitchell urged more 
sales mindedness in the credit depart- 
ment, recommending that the credit 
manager should report to the same 
officer as the sales manager and the 
advertising manager—perhaps the 
general manager of- the company. 
“There are too many salesmen,” he 
said, “who have never seen a credit 
report and too many credit men who 
never have tried to promote a mod- 
erate account into a better one by 
raising the limits as the account has 
prospered.” 


Te the Owner's Equity Protected 7 


id 


The mortgagee’s interest may not be affected but, in these 
days of rising construction costs, amounts of insurance 
should be checked, and increased, if necessary, to cover 
today’s values and the owner’s equity in a property. 


It’s good business to call these facts to the attention of 


the property owners you serve - now! 


THE PHOENIX INSURANCE COMPANY 
Hartford 15, Conn. 


The Connecticut Fire Ins. Co. 
Hartford, 15, Conn. 


Atlantic Fire Insurance Company 
Raleigh, North Carolina 


Great Eastern Fire Insurance Co. 
White Plains, N. Y. 


Equitable Fire & Marine Ins. Co. 
Providence 3, R. I. 


The Central Srates Fire Ins. Co. 
Wichita 2, Kansas 


Minneapolis F. & M. Ins. Co. 
Minneapolis 2, Minn. 


Reliance Insurance Company of Canada 
Montreal 1, Canada 
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About Credit Leaders 


NACM NEWS 





Association Actiwities 


OFFICERS and DIRECTORS 


OF The 


PRESIDENT 
Charles B. Rairdon 
Owens-Illinois Glass Co. 
Ohio Building 
Toledo, Ohio 


VICE PRESIDENTS 


Charles E. Fernald 
Fernald & Co. 

1737 Chestnut St. 
Philadelphia 3, Pa. 


C. Callaway, Jr. 
Crystal Springs Bleachery 
Chickamauga, Ga. 


Fred J. Carpenter 

The National Supply Co. 
P. O. Box 28 

Torrance, Calif. 


Directors 
Charles W. Adams 
John W. Graham & Co. 
707 Sprague Ave. 
Spokane 6, Wash. 


F. W. Black 
Swift & Company 
S. San Francisco, Calif. 


M. J. Chesmar 
Hubbard & Company 
6301 Butler St. 
Pittsburgh 1, Pa. 


Miss Mary E. Curran 


Jones, McDuffee & Stratton Corp. 


640 Commonwealth Ave. 
Boston 15, Mass. 


Nat S. Davis 

Bohemian Distributing Co., Inc. 
2254 East 49th St. 

Los Angeles 11, Calif. 


Otto E. Dreutzer 
The Alms & Doepke Co. 
Central Parkway 
Cincinnati, Ohio 


Victor C. Eggerding 
Gaylord Container Corp. 
111 N. 4th St. 

St. Iouis 2, Mo. 
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Earl N. Felio 
Colgate-Palmolive-Peet Co. 
105 Hudson St. 

Jersey City 2, N. J. 


E. B. Gausby 

Warner & Swasey Co. 
5701 Carnegie Ave. 
Cleveland 3, Ohio 


Miss Bess R. Havens 

First National Bank 
Chenango St., P. O. Box 1109 
Binghamton, N. Y. 


T. B. Hendrick 

Collins, Dietz, Morris Co. 
1 W. Main St. 

Oklahoma City 1, Okla. 





MEMBERSHIP PROGRESS REPORT 
May 1, 1947 to May 31, 1947 


COMPARISON 
Net Total 
CLASS A Gain May31 Percent. 
CMONEO occ cee 24 1850 101.31 
Cleveland ....... 6 597 101.01 
Indianapolis ..... 4 900 100.44 
CLASS B 
San Diego ..... 6 301 102.03 
Baltimore ...... 5 480 101.05 
Milwaukee ...... 3 353 100.85 
CLASS C 
NO Sa slag), 5 187 102.74 
Tee, . xi .05 2... 4 181 102.25 
Lexington ....... 3 186 101.63 
CLASS D 
Washington ..... 3 113 102.72 
Green Bay ..... 3 120 102.56 
Honolulu ....... 3 143 102.14 
CLASS E 
Albuquerque ..... 14 74 123.33 
ee ce ee 7 59 113.46 
Ft. Wayne ...... 3 81 103.84 
CLASS F 
Clarksburg ...... 2 27 108.00 
ESP 1 27 103.84 





National Association of Credit Men 


Frank G. Herbst 

Herbst Shoe Manufacturing Co. 
2367 N. 29th St. 

Milwaukee 10, Wis. 


John E. Hoff 
Klearflax Linen Looms, Inc. 
Duluth 7, Minn. 


Harry C. Jackson 
American Hardware Corp. 
P. O. Box 1324 

New Britain, Conn. 


Hugh F. B. Kerr 

R. W. Norris & Sons 
342 N. Gay St. 
Baltimore 3, Md. 


H. C. Morey 
Stearns-Roger Mfg. Co. 
1720 California St. 
Denver 12, Colo. 


George H. Nippert 

The Procter & Gamble Distributing Co. 
53 W. Jackson Blvd. 

Chicago 4, III. 


C. C. Rickhoff 
The Rath Packing Co. 
Waterloo, Iowa 


E. N. Ronnau 

Cook Paint & Varnish Co. 
P. O. Box 389 

Kansas City, Mo. 


Graham H. Rothweiler 

Interchemical Co.—Finishes Division 
224 McWhorter St. 

Newark 5, N. J. 


Arthur E. Slack 

I. W. Phillips & Co. 
Morgan & Bell Sts. 
P. O. Box 400 
Tampa, Fla. 


Paul J. Viall 
The Chattanooga Medicine Co. 
Chattanooga 9, Tenn. 


A. F. Zoellner 

John K. Burch Co. 
217-219 Division Ave. So. 
Grand Rapids 2, Mich. 
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Gus C. Klippel, as Chairman of National 
Credit Interchange, Reports Operations 
For 1946-47 ‘in Black’; Prospects Bright 


has every reason to be proud 

of its accomplishments during 

the past year. To you, the 
members, must go much of the 
credit, because without your sup- 
port Credit Interchange could not 
possibly make the forward strides 
that the year-end figures indicate. 
You gave, and will continue to give 
this support because of your desire 
to know the facts, to secure your 
ledger experience information in the 
most economical manner in order 
that credit practice might be kept 
at a high professional level. 

Our membership gain for the past 
year was considerably in excess of 
14%—a greater gain than we expe- 
rienced in our National Membership 
Drive. Our present Interchange 
membership exceeds by 21.2% the 
highest previous total ever recorded. 

As member users of the service, 
you and I cannot afford to overlook 
the effect of this increase. Many 
thousands of new sources of infor- 
mation have been opened up. . One 
new member with 500 customers 
adds 500 items of ledger experience 
to the system. On the conservative 
assumption that the new members 
averaged 500 customers each, you 
will realize when I report that ap- 
proximately 3000 new members 


2 National Credit Interchange 
Mu 


have been added during the past two 


years that we have also added 1,500,- 
000 new items of ledger edxperience 
information which of course is now 
being written into the currently pre- 
pared reports. 


Use Up 40% 


Service usage has increased ap- 
proximately 40%. There can be lit- 
tle doubt that such increase would 
be the natural result of changing 
credit conditions. But more sources 
of information will likewise result in 
increased usage, because informa- 
tion is the credit man’s stock-in- 
trade. We will seek: our informa- 
tion where we get the most value for 
the least money, and National 
Credit Interchange is really in the 
market with more and more infor- 
mation, more and more economies, 


and consequently more value for less 
cost. 

I want to remind you that you 
cannot determine the cost by the 
price you pay for the service. You 
must remember to take into your 
reckoning the hundreds of dollars 
saved in giving your experiences be- 
cause only one inquiry, properly 
answered serves all inquiring mem- 


see 


_ bers as long as the report is “in- 


date.” A minute of your time to 
check the information on your ledg- 
ers and transmit it to your Inter- 
change Bureau may serve a dozen 
inquirers who otherwise would ex- 
pect a dozen minutes of your time. 

Credit men and women are keen 
analysts, and will recognize full well 
the fallacy of any argument that pro- 
poses to put a price on the Inter- 
change report. I have made suffi- 
cient time study and tests, to prove 
to my entire satisfaction that if I 
did not receive one report during the 
year of my contract, my company 
has not paid too much for the sav- 
ing in time and expense that it has 
realized through the elimination of 
the great duplication of inquiries 
that would exist were it not for our 
Clearance System. 


Operating “In Black” 


Many of you will know very well 
what I mean when I say that all of 
us in Credit Interchange feel much 
more comfortable when we can now 
report to you that the overall opera- 
tions last year were in the black, and 
that the Board of Governors has 
submitted a balanced budget for the 
next fiscal year. Many hours of 
hard work by Central Bureau staff, 
the wonderful spirit of cooperation 
and tolerance evidenced by Secre- 
tary-Managers and Bureau person- 
nel during the period of experimen- 
tation, plus the loyal support of all 
memibers in carrying on their part 
of the activity have been responsible 
for the progress made. We are on 
the threshold of such great possi- 
bilities that even I hesitate to look 
too far into the future. 

National Credit Interchange is 
well prepared to meet the burden of 
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future demands. If the members 
have enthusiasm and keep it working 
for the broadening and improve- 
ment of the service, much greater 
things will be accomplished in the 
future than in the past. Ralph 
Waldo Emerson gave us the key 
when he said, “Nothing is ever ac- 
complished without enthusiasm.” 
Enthusiasm at this meeting is not 
enough. You must carry it back 
with you to your desks and to your 
local association activities. We 
must “talk it up” as they say on the 
ball diamond, and be determined that 
our enthusiasm shall penetrate the 
armor of those who perhaps fail to 
realize that so many are relying on 
him or perhaps wants to receive our 
information quickly but is too busy 
to give his promptly. 

The foundation priciples on which 
Interchange service was founded are 
still as substantial as they were 25 
years ago, and on them we have built 
and perfected our plant. Through 
adversity and hard times we have 
succeeded in completing the neces- 
sary facilities to serve you well. 
Your enthusiasm will insure it for 
the future. It is everybody’s job. 
Let’s do it. 


New Interchange Board 
Gets Down to Business 


The new Credit Interchange 
Board of Governors held its first 
i meeting in New York immediately 
after the Golden Anniversary 
Credit Congress. The Board consists of 
the following members: 
Eastern Division 
Robert P. Dean, Standard Oil Co. of 
New Jersey, Chairman. 
Thomas M. Turner, William Iselin and 
Co., New York. 
Duval M. Smith, Tampa Association of 
Credit Men. 
Central Division 
John E. Ledbetter, Northrup King & Co., 
Minneapolis, Vice-Chairman. 
T. A. Johnson, Youngstown Sheet & 
Tube Co., Youngstown, O. 
J. N. Ham, Kansas City Association of 
Credit Men. 
Western Division 
R. William Peterson, Puget Sound Power 
& Light Co., Seattle. 
G. G. Young, Brecht Candy Co., Denver. 
Otis Walker, Credit Manager’s Associa- 
tion of Northern & Central California. 


Credit Men Are Holding 
Beauty Contests Now 


Los Angeles: To celebrate the opening 
of their new offices, the Los Angeles 
Credit Men’s Association, at the Industry 
Credit Group Night on June 13, held an 
election to choose “Miss LACMA 1947.” 
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Executive Managers 
Talk Business After 
Close of Convention 


Henry Heimann, in _ his 

Monthly Business Review in 

ww April, mentioned the Golden 

Anniversary Credit Congress, 

and among other things he stated 
that “This is no junket.” 

Every Secretary-Manager who 
was there, as well as a host of other 
people, will bear him out, for they 
went right on working after the con- 
vention proper was over. For two 
and a half days, from Friday after- 
noon to Sunday evening, the Secre- 
tary-Managers sat down together to 
iron out their problems and to get 
ideas for better service from each 
other. es 

The most outstanding thing about 
the meetings was their planning. On 
each subject three speakers were 
scheduled, one of whom would ap- 
proach the particular problem from 
the point of view of a large Associa- 
tion, one from a medium-sized group 
and the third from a comparatively 
small organization. Also, each half 
day was arranged so that there 
would be complete continuity from 
subject to subject; in fact each half 
day was really devoted to one sub- 
ject, and the speakers would ap- 
proach one subdivision of it. 

For instance, the first meeting, on 
Friday, May 16, after the usual 
amenities were observed, was de- 
voted to the mechanics of handling 
an Association. The over-all. ques- 
tion was treated from four angles; 
the duties of an Association secre- 
tary ; committees and their organiza- 
tion; the conduct and arrangement 
of meetings and the choice of suitable 
speakers; and the preparation of 
Association literature. 


Teamwork Problems 


So much for the “local level” prob- 
lems. On Saturday morning the 
Secretaries tackled the problems of 
the national team, the collective 
rather than individual problems. 
High on the list, of course, was the 
dissemination of credit information. 
First, the Credit Interchange Board 
of Governors gave its annual report, 
whereupon Gus C. Klippel, Chair- 
man of the Board, discussed the sub- 
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ject: “As a credit executive, what 
do I expect from Interchange ?” Fol- 
lowing Mr. Klippel’s talk the meet- 
ing dug into the questions of im- 
proving Credit Interchange service 
to their members, from the non-me- 
chanical point of view, and the or- 
ganization of groups and their op- 
eration. 

On Saturday afternoon, after a 
special message from Mr. J. L. 
Kelly, Director of the Office of 
Small Business, Department of 
Commerce,* the meeting devoted 
itself to a study of membership work 
and sales promotion. Again the 
over-all subject was split into three 
sections: the necessity of service or- 
ganizations for a successful Organi- 
zation ; membership selling and how 
to approach it mentally; and meth- 
ods of sales presentations. 

Sunday morning was confined to 
collection department matters and 
Sunday afternoon to adjustment bu- 
reau organization and functions. At 
the end of the final session the new 
officers were presented to the meet- 
ing. 

The new members of the Secre- 
tarial Council are as follows: 


Chairman 
J. B. McKetvy, Denver. 
Vice-Chairmen 


Greorce J. LocHner, Baltimore, 
(Eastern Division). 


Harry W. Voss, Cincinnati, 
(Central Division). 
E. W. Jounson, Portland, 


(Western Division). 


Come One, Come All 
Says 475 Club At. 
Convention in N. Y. 


New York: One of the most lavish 
features of the Credit Congress was the 
cocktail party given by the 475 Club in 
the Penntop Room of the Hotel Penn- 
sylvania on Tuesday, May 13. Every- 
body and his wife was invited and they 
practically all came! The entertainment 
was delightful, the hospitality unlimited 
and the brass band which escorted the 
notables into the room raucous. 

The 475 Club is another example of the 
survival of an idea. In 1925, the year of 
the Washington convention, the New 
York contingent occupied room 475 in 
the Mayflower Hotel. In that room plans 
were laid for the convention in New York 
in 1926, and from that group arose the 
475 club which now has 125 members. 

*See Mr. Kelly's article on Small Business 


in the April issue of Crepir and Financia 
MANAGEMENT. 


Hostess Committee 
Made Life Pleasant 
For Visiting Ladies 


We couldn’t wind up the news 

of the Golden Anniversary Credit 

Congress without a word or two 

~ on the princely entertainment af- 

forded the visiting ladies. From the 

moment of their arrival to the time they 

departed there was something interesting 
to do. 

Most of these “somethings” were the 
work of a hostess committee which dis- 
tinguished itself by its industry. Their 
big moment, of course, the piéce de ré- 
sistance of the whole entertainment pro- 
gram, was the luncheon and “fashion ex- 
travaganza” at which the ultimate in 
clothes, furs and jewels were modeled 
by as fetching an aggregation of tall dam- 
sels as you are likely to see in one place 
in your whole life. It was a thoroughly 
professional job, the luncheon was superb, 
the door-prizes and special gifts were 
lavish in the extreme, and all in all, the 
affair rivaled anything the Roman Em- 
pire ever saw. The hostess committee 
was a perfectionist group, and did a 
wonderful job. 

Another worthy purpose of the hostess 
committee was to make the visitors feel 
welcome. And again they did a splendid 
job of it. 

Right outside the Grand Ballroom they 
installed themselves in “Friendship 
House.” Several of them were at hand 
at all times to answer questions and be 
generally helpful, and their efforts were 
welcome indeed. 


Eastern Penn. Credit Men 
Study Insurance Problems 


Philadelphia: The May luncheon meet- 
ing of the Credit Men’s Association of 
Eastern Pennsylvania was the occasion 
for a discussion of the phases of insurance 
which are of especial importance to credit 
executives. 

The speakers were L. M. Michel, of 
the Fire Association of Philadelphia, and 
Walter C. Feimster, Jr., Manager of 
the Fire Companies Adjustment Bureau, 
Inc. A question period followed. 


Caterpillar Tractors 
Promote Scripps to 
Assistant Treasurer 


Peoria: Appointment of George L. 
Scripps as Assistant Treasurer of Cater- 
pillar Tractor Co. has been made by the 
Board of Directors. 

After graduating from the University 
of Illinois with a degree in banking and 
finance, Mr. Scripps joined the company 
in 1933 as cost clerk in the accounting 
department and later served as internal 
auditor and supervisor of the auditing di- 
vision. In September, 1946, he was trans- 
ferred to treasury department as credit 
manager. 
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Even Better Service 
Pledged by L. A. 
Moving to New Home 


Los Angeles: May 24 found the Los 
Angeles Credit Managers’ Association 
moving to their new offices at 1501-1509 
West Eighth Street. This move was 
made necessary by the rapid growth of 
this association, the third largest affiliate 
of the National Association, and the in- 
creasing demands for the facilities of its 
service units. 

The association is the sole occupant of a 
one story terracotta brick building, area 
approximating fifteen thousand square 
feet, on the north west corner of West 
Eighth and Valencia Streets. Slightly 
west of the congested business district 
and relieved of the ever increasing park- 
ing problems, the offices are easily acces- 
sible by three street car lines and two 
bus lines. 

The Building Committee, consisting of 
Jim Dean and Ted Johnson ably chair- 
maned by Director and Past President, 
Bryant Essick, were confronted by a very 
difficult situation, present lease expiring, 
additional space necessary due to growth 
and expanding service requirements, 1-ttle 
office space available and that at prohibi- 
tive prices and an application to build re- 
jected by C.P.A. At a considerable sac- 
rifice of time they finally located the 
present site. Unsuccessful in attempts 
to negotiate the purchase of the property 
they secured a lease at a favorable figure 
for fifteen years. 

A complete modernization program pro- 
viding pleasing and adequate facilities 
for all services was contracted at a cost 
of approximately $40,000.00 Adding all 
costs of operation and maintenance with 
fixed improvements ammortized over the 
period of the lease, the rental cost is less 
than half the figure quoted in the business 
area, 

With pleasant and adequate facilities, 
with due consideration given to the ex- 
pansion necessary to meet the demands 
of this fast growing association, the Los 
Angeles. Credit Managers’ Association, 
will continue to improve in the service 
given its members and those of affiliated 
associations. 

Note the address: 1501-1509 West 
Eighth Street (corner of Valencia), Los 
Angeles 14, California. Telephone FAir- 
fax 5451. 


Los Angeles: The program for the 
May meeting of the Los Angeles Credit 
Women’s Club was “Three C’s of Credit 
ae ’Em, Charge ’Em, and Collect 

m.” 

Check ’Em was Florence Hall, who 
told us how her company checks a finan- 
cial statement before extending credit to 
a new account. 

Charge "Em was Goldie Nollenberger, 
who explained how her company charges 
an account. 

Collect Em was Alma Appel, who told 
how her company collects an account. 


New York Appoints 
M. J. Davis As New 
Executive Manager 


New York: The 
Board of Directors 
of the New York 
Credit Men’s As- 
sociation has an- 
nounced the = ap- 
pointment of Mor- 
timer J. Davis as 
its new Executive 
Manager and Sec- 
retary, effective 
June Ist. He suc- 
ceeds Raymond 





Hough, retired. 

Mr. Davis joined the Association in 
1928 and has served as Assistant Execu- 
tive Manager and Assistant Secretary. 
Previous to 1928 he was a Special Agent 
of the Federal Bureau of Investigation. 
In 1925 he was appointed Assistant Di- 
rector of the Fraud Prevention Depart- 
ment of the National Association of 
Credit Men. 


John L. MacLeod Elected 
Treasurer of Detroit Edison 


Detroit: John L. MacLeod was elected 
treasurer of the Detroit Edison Company 
at the May meeting of the directors, ac- 
cording to James W. Parker, president. 
Mr. MacLeod has been assistant treasurer 
of the company since 1935, and has re- 
cently completed a two-year term as 
Director of the Detroit Association of 
Credit Men. 


Large Gathering Attends 
NIC Graduation Dinner 


New York: Approximately 800 men 
and women, over 50% of the enrollment 
attended the annual banquet and com- 
mencement exercises of the New York 
Chapter, National Institute of Credit, at 
the Hotel Pennsylvania on Tuesday, 
June 3. 

T. J. O’Brien, retiring President, was 
presented with a billfold with silver 
nameplate and containing a bond. Fellow 
keys were awarded to eight graduating 
students, and Associate keys to twelve. 


Three-Pronged Discussion 
Is Feature at Terre Haute 


Terre Haute: The regular noon dis- 
cussion meeting, held on May 23, covered 
three topics. Glen Foltz, of F. C. Foltz 
Co., led with the subject, “Is your com- 
pany over-extended?” Following him, 
Fred J. Bradford, F. J. Bield Co., spoke 
on “Shortage of cash is serious!” Finally, 
Hershel Russell, of Borden’s, covered the 
topic, “Today’s failures are different.” 

The new officers of the association are 
Wm. R. Rector, Guarantee Roofing Co., 
President Glen Foltz, F. C. Foltz Co., 
Vice-President, and Cecil B. Reed, Terre 
Haute First National Bank, Treasurer. 
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The National Board of Direc- 
tors, at its post-convention meet- 
ing, unanimously approved the res- 
olution which appears below: 

RESOLVED: That the Board 
of Directors of the National Asso- 
ciation of Credit Men express their 
deep appreciation and commenda- 
tion to the New York Crédit Men’s 
Association, its. convention com- 
mittees, its officers and directors 
and to the National Association of 
Credit Men and its staff for the 
outstanding convention held in 


honor of our Golden Jubilee An- 
niversary. 





Eastern New York Now 
Headed by M. J. Hall 


Albany: The annual meeting and elec- 
tion of officers of the Eastern New York 
Association of Credit Men was held on 
May 28. The speaker was T. Ames 
Wheeler, Statistician of the Alleghany- 
Ludlum Corporation, who talked on “Ob- 
servations on Current Business Condi- 
tions.” 

The following officers were elected: 
President—Morton J. Hall, Massachu- 
setts Mutual Life Insurance Co.; Vice- 
President—Stannard M. Butler, Schenec- 
tady Union Star; Treasurer—Robert 
Temple, First Trust Co.; Secretary— 
Dana EF. Reed, Jr., Personal Finance Co., 
of New York. 


Kansas City Director 
Is Promoted by Bank 


Kansas City: John E. Hoffmann, man- 
ager for the last year of the credit de- 
partment of the City National Bank and 
Trust Co., was elected an assistant vice- 
president at a meeting on May 6th of 
the City National directors. Mr. Hoff- 
mann is a Director of the Kansas City 
Association of Credit Men and a member 
of the Robert Morris Associates. 


Past National Director 
Succumbs in Louisville 


Louisville: Val Franck Kimbel, credit 
manager of the War Assets Administra- 
tion in the Louisville district, died of a 
heart ailment last month. 

For twenty years Mr. Kimbel was Sec- 
retary of the Ballard & Ballard Co. He 
was President of the Louisville Associa- 
tion of Credit Men from 1926 to 1927 and 
was elected a National Director at the 
Richmond convention in 1936. 





South Bend: The South Bend 
Association of Credit Men held its 
annual June Frolic on June 10 at 
the Morris Park Country Club. 

After cocktails and dinner there 
was dancing to Harlan Hogan’s 
orchestra. 
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This Is The Election. Season 


New Officers Announced 
by Credit Associations 


Louisville: John L. Wrege, Louisville 
Tin & Stove Co., and Herman M. Kessler, 
Standard Printing Co., were re-elected 
President and Vice-President, respectively, 
of the Louisville Credit Men’s Associa- 
tion at the annual meeting May 28. 

At the same meeting four new directors 
were elected: O. W. Brielmaier, Colgate- 
Palmolive-Peet Co.; Charles A. Schacht, 
Federal Reserve Bank; Miss Marie 
Schimpeler, Vogt Roller Co., and W. O. 
B. Tanner, Belknap Hardware and Man- 
ufacturing Co. 


Waterbury: George F. Buscher, of the 
Waterbury Buckle Co., was re-elected 
President of the Waterbury Association 
of Credit Men at the annual meeting on 
May 7. 

Others elected were John E. Bulger, 
Citizens & Manufacturers National Bank, 
first Vice-President; Harrow M. Kind- 
ness, Plume & Atwood Manufamturing 
second Vice-President; Arthur F. Ma- 
graw, Colonial Trust Co., Treasurer, and 
Robert W. Brown, Mullite- Refractories 
Co., Shelton, Conn., Secretary. 

Announcement was made that the an- 
nual state convention of the Connecticut 
State Credit Men’s Association will be 
held on June 18 at the Waterbury Coun- 
try Club. 


Detroit: P. S. Morshead, Revere Cop- 
per & Brass, Inc., is the new President 
of the Detroit Association of Credit Men. 
Elected to serve with him for the next 
fiscal year were A. H. McNabo, Acme 
White Lead & Color Works, Ist Vice- 
President Paul E. Ewere, Michigan Con- 
solidated Gas Co., 2nd Vice-President; 
and R. L. Griffin, National Bank of De- 
troit, Treasurer. 


Cedar Rapids: At its regular monthly 
meeting the Cedar Rapids Association of 
Credit Men elected Herbert L. Hintze, 
John Blaul’s Sons Co., President for 1947 
to 1948. Albert L. Hoppe, Hutchinson 
Ice Cream Co., was elected first Vice- 
President; Vivian Shakespeare, Stand- 
ard Glass & Paint Co., second Vice- 
President, and Stanley J. Mohrbacher, 
Merchants National Bank, Treasurer. 


Youngstown: C. W. Harpst, of the 
McDowell National Bank in Sharon, Pa., 
was elected President of the Youngstown 
Association of Credit Men recently. 

Mr. Harpst will be supported by C. 
W. Wasser, Standard Slag Co., as Vice- 
President, and Mrs. J. Louise Conner, 
Stambaugh-Thompson Co., Treasurer. 


Rochester: The new President of the 
Rochester Association of Credit Men is 
Alan F. Wehrheim, Michaels, Stern & 
Co. 

Other new officers, chosen at the 
group’s 51st annual dinner meeting are 
Carl F. Hammond, Erskine-Healy, Inc., 
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first Vice-President; Louis N. Pfromer, 
L. C. Forman & Sons, second Vice-Presi- 
dent, and William R. Nash, General Rail- 
way Signal Co., Treasurer. 


Newark: The New Jersey Association 
of Credit Executives elected Everett W. 
Price, Woburn Chemical Corp., Presi- 
dent at the Annual Meeting on May 27. 

Others elected at the same meeting are: 
William O. Schilke, White Motor Co., 
Ist Vice-President; S. Guernsey Jones, 
National Newark & Essex Banking Co., 
2nd Vice-President, and John F. Berg, 
National Oil & Supply Co., Treasurer. 


Atlanta: At the annual meeting of the 
Georgia Association of Credit Men on 
May 22, the following were elected of- 
ficers for the coming year: 

President, R. G. Martin, Tripod Paints, 
Inc.; lst Vice-President, R. W. Schilling, 
Bank of Georgia; 2nd Vice-President, 
Walter Estes, Estes-Wolcott Co., and 
Treasurer, E. C. Becker, Ray Lang, Inc. 


St. Louis: William F. Schroer, Vice- 
President of the Mississippi Valley Trust 
Co., has been elected President of the St. 
Louis Association of Credit Men, suc- 
ceeding R. C. Gordon, Shell Oil Co. 

E. A. Luther, National Surety Co., is 
a new Vicé-President, as is R. H. Groppe, 
of G. S. Robins & Co. 


Omaha: The Omaha Association of 
Credit Men held its annual meeting and 
Ladies’ Night Party on May 22. Over 
200 members’ and guests were present. 

Election of officers was held with 
Frank H. McCall, Fairmont Foods Com- 
pany, chosen as President. Other officers 
are: Ist Vice-President, John C. Conley, 
Wright & Wilhelmy Company; 2nd Vice- 
President, Carl M. Howard, Standard 
Oil Company. 


Indianapolis: Fred J. Hamerin, as- 
sistant secretary of the Lilly Varnish 
Co., has been elected President of the 
Indianapolis Association of Credit Men. 

Other officers of the Association are 
Maurie D. Fields, Central Rubber and 
Supply Co., first Vice-President; James 
D. McCoy, Century Paper Co., second 
Vice-President, and George W. Stark, 
Stark-Wetzel & Co., Inc., Treasurer. 


Cleveland: The new officers of the 
Cleveland Association of Credit Men 
were elected last month. Evan H. Davies, 
Cleveland Electric Illuminating Co., is 
President; Ist Vice-President is Harold 
H. Hummel, National Screw & Manufac- 
turing Co.; Willard P. Chamberlain, 
Cleveland-Cliffs Irons Co., is 2nd Vice- 
President, and Archibald E. Fletcher, 
Standard Oil Company of Ohio, Treas- 
urer. 


Don’t forget to send in your 
news before the 20th of the 
month. If we don’t hear from 
you we won’t know what you 
are doing. 


CREDIT CAREER 


C. H. Rison 


Treasurer, The Grinnell Company 


This month we revive a column 
that lapsed during the war years. 

\ Each month we will present a sum- 

mary of the “success story” of a 
member of the National Association of 
Credit Men who has worked his way to 
the top. 

Our first subject is Clarence H. Rison, 
Treasurer of the Grinnell Company, a 
member and Past President of the Rhode 
Island Association, and a Director of 
the National Association from 1938 to 
1941. 

Mr. Rison has been with the Grinnell 
Company since 1918 when he joined the 
firm as office boy. By 1923 he was visit- 
ing his firm’s foundries and machine 
shops installing cost accounting systems 
and conducting audits, a capacity in 
which he continued until 1927. 

He began his strictly credit career that 
year as Credit and Office Manager of 
the Atlanta Branch. The next year he 
was transferred to St. Louis and the 
following year was appointed Credit Man- 
ager of the Providence, New York and 
Philadelphia branches. 

He became Assistant Controller in 
1932, specializing in taxes. In 1941 he 
added the duty of General Credit Man- 
ager and continued in the dual capacity 
until 1944, when he was elected to his 
present position. The Grinnell Company 
has six subsidiaries in the United States 
and Canada. 

Mr. Rison has served on numerous 
committees of the National Association of 
Credit Men and is currently a member 
of the National Legislative Committee. 
He also belongs to the National Asso- 
ciation of Cost Accountants. He holds 
degrees from Northeastern University 
School of Law and Bryant College, 
Providence. 

He is prominent in local civic affairs, 
notably the American Red Cross and the 
YMCA, and is active in Credit Educa- 
tion work, serving as an instructor in 
Credits and Collections and Accounting 
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(Top, left) Earl N. Felio welcomes the delegates to the Golden Anniversary Credit Congress on behalf of the 
New York Credit Men’s Association. (Top, right) General Convention Chairman Harry J. Delaney hands the 
gavel to President E. L. Blaine, Jr. (Center, left) Henry H. Heimann delivers the keynote address. (Center, right) 
Charles E. Meek, a pioneer in the early days of the NACM, receives a gold lapel pin from Executive Manager 
Heimann. Mr. Meek, after several years as Executive Manager, was three times Vice-President and later President. 
(Bottom, left) Miss Ruth Hoctor, Controller of the NACM, receives a gold pin in recognition of her being one 
of the oldest members of the National staff in point of service. (Bottom, right) Blanche Scanlon, Chairman of the 
National Credit Women’s Executive Committee, also received a gold pin as a token of recognition for her fine 
work, 
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Pas of the (codit Wissen Groups 


Credit Women Didn't 
Have Much Time For 
Loafing in New York 


In all of the convention news let us 
not forget the “working women,” the 
ladies of credit who came in large num- 
bers and contributed much to the success 
of the convention. ‘ 

The credit women were as busy a 
group as anyone could be. They were 
there primarily for work, but managed 
‘to sandwich in several extra, more social 
affairs, notably the Banquet at the Bilt- 
more Hotel. The ladies cast business 
aside for once, having held their business 
session at the luncheon the previous day. 
After a welcome by Julia McCauley, Wil- 


liam Iselin & Co., Inc., retiring President © 


of the New York Credit Women’s Group, 
and a response by Lillian Guth, Emerson- 
New York, Inc., past Chairman of the 
National Credit Women’s Executive 
Committee, the diners settled back for 
food and a challenging address, “Beauty Is 
Your Duty,” delivered by Ann Delafield, 
famous director of the Dubarry Success 
School. 

National Chairman Blanche Scanlon, 
Nash Coffee Co:, St. Paul, presided. 


Philadelphia: The May meeting of the 
Philadelphia Credit Women’s Club was 
featured by an address by Mrs. Ella 
Wister Haines, Director of Educational 
Film Service, Philadelphia Electric Co. 

Mrs. Haines, whose subject was “Look- 
ing Ahead,” speaks delightfully and in- 
formatively about women’s club affairs. 
She has always pioneered for women’s 
interests. 


Los Angeles: The Los Angeles Credit 
Women’s Group announces its new Board 
of Officers. 

Leona Thacker, Farmer Brothers Cof- 
fee, is President. Others elected are 
Hazel Evans, Los Angeles Brewing Co., 
Vice-President; Irene Wimber, Califor- 
nia Spring & Bumper Co., Treasurer, and 
Charlotte Thorne, Los Angeles Credit 
Men’s Association, Secretary. 

Edith Paonessa, Past President of the 
Group, represents the Credit Women on 
the Board of the Los Angeles Credit 
Men’s Association. 


San Diego: On April 21st, at San 
Diego, California, the first meeting of 
the 46th Club to complete organization 
was held at the San Diego Club. It is 
to be known as the San Diego Wholesale 
Credit Women’s Club, with forty-one 
active members signed up at the first 
meeting. 

Seventy-five Credit Women from San 
Diego were present, together with the 
officers and several directors of the San 
Diego Wholesale Credit Men’s Associa- 
tion. In addition, six members of the 
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Los Angeles Credit Women’s Club were 
guests of the San Diego women. Miss 
Blanche Scanlon, of St. Paul, Minnesota, 
Chairman of the National Credit Women’s 
Executive Committee, was guest of honor. 


Utica: The anniversary birthday party 
dinner meeting of the Utica Credit 
Women’s Group was held on May 22nd. 
New Officers were installed for the com- 
ing year. They are Miss Edith Judkins, 
President; Miss Gertrude Somers, Vice- 
President; Miss Irene Foxenberger, 
Treasurer, and Mrs. Catherine Healy, 
Secretary. 


Amarillo: At the next meeting of the 
Amarillo Credit Women’s Group it is 
planned that a review be given and a 
discussion held on Edwin B. Moran’s 
new book, “The Credit Side of Selling.” 


Milwaukee: The Credit Women’s Club 
of Milwaukee held its Annual Meeting on 
April 15th at which time they installed 
the officers for 1947; they are: President, 
Hilda Hennig, Socony Vacuum Oil Co., 
Wadhams_ Division; Vice-President, 
Madge Hoffman, Marshall &  IIsley 
Bank; Treasurer, Helen Flood, Globe- 
Union, Inc., and Secretary, Mary Bar- 
berick, George Ziegler Company. 


Minneapolis: The April meeting of the 
Minneapolis Credit Women’s Group was 
devoted entirely to Credit Education. 
Miss Jennie Vandergon, chairman of the 
scholarship committee, cleverly slipped in 
an examination to determine the winners 
of two scholarships. 

New officers for the coming year are 
Ann E. Jamison, Murdock Jewelry Co., 
President; Elizabeth McGaffey, United 
Distributing Co., Vice-President; Ruth 
Kincaid, Minnesota Supply Co., Secre- 
tary, and Jennie Vandergon, Treasurer. 


St, Louis: The St. Louis Credit 
Women’s Group held an election of of- 
ficers at their April 24th meeting. The 
new President is Bertha Ridley, The 
Glidden Co.; the other new officers are 
Fanny Klein, Meyer-Mueller-Goodman 
Co., Vice-President; Quinty Mangrum, 
Majestic Manufacturing Co., Treasurer, 
and Mildred Fischer, St. Louis ACM, 
Secretary. 


Philadelphia: At a meeting of the 
Philadelphia Credit Women’s Club on 
April 10, Sara B. Cathrall, Credit Man- 
ager of the Blaisdell Pencil Company, 
was elected President. Also elected at 
the same meeting were Helen M. Zook, 
Real Estate Trust Co., Vice-President; 
Mary T. Tiernan, Treasurer, and Lyza- 
beth M. Klinger, Secretary. The latter 
two were re-elected. 


Boston: Twenty-eight members and 
guests attended the April meeting of 
the Credit Women’s Club of Boston. 


The guest speaker of the evening was 
Miss Emily Dayton Rockett, Treasurer 
and Manager of the Boston Cab Co. 
Since her father’s death in 1944 Miss 
Rockett has carried on the business with 
great success. 

The enterprising Miss Rockett was 
the first taxi operator in the country to 
install two-way radio communication in 


her cabs. 


Chicago: Ninety-seven members and 
guests attended our May dinner meeting 
at the Electric Association Dining Room 
in the Civic Opera Building. The guest 
speaker was K. J. Krause, Credit Man- 
ager of Coopers, Inc., of Keosha, Was- 
consin. He presented his subject, “How 
a Credit Manager Becomes One,” in a 
most interesting way. Mr. Krause is a 
member of the Board of Directors of the 
CACM and. Chairman of the Chicago 


‘Chapter of the National Institute of 


Credit. He was, therefore, well qualified 
to explain in detail the requirements for 
a Junior Certificate and Fellow Award. 


Bess Havens’ Father Dies 


San Francisco: M. Bertram Howard, 
father of National Director Bess Havens, 
died on May 25th in Washington, D. C., 
while en route to Atlantic City for a 
Shriners’ convention. 

The body was returned to San Fran- 
cisco for burial on May 29th. . 


Cleveland Opens Golf Season 


Cleveland: The golf season has offh- 
cially started. The Cleveland Association 
of Credit Men opened it with their first 
golf party of the season at the Sleepy 
Hollow Country Club on June 6. 


Ediphone Announces 
New Comfortube 


A new “Touch-Adjust” Comfortube, 
featuring light weight and extreme ease 
of adjustment, has just been added to the 
Ediphone line of accessories. The new 
headband is a stainless steel wire with 
“balanced tension” designed to hold the 
earphones in place with the band in any 
position—over the head, under the chin, 
or at the back of the neck. This feature 
is said to avoid disarranging the oper- 
ator’s hair. The plastic ear-pieces, which 
have been redesigned to eliminate manu- 
ally operated set screws and springs, in- 
corporate a friction-type control which 
permits simple, ‘positive finger-tip ad- 
justment. 
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(Top, left) Confetti, noisemakers (animate and inanimate), brass bands greet newly-elected President Charles B. 
Rairdon as he is escorted to the dais by members of the Toledo delegation. (Top, right) Retiring President E. L. 
Blaine, Jr., greets his successor. (Center, left) The three new Vice-Presidents are led to the platform. Left to right 


they are: Charles E. Fernald (Eastern), C. C. Calloway (Central), and F. J. Carpenter (Westérn). (Center, 
right) Judge Knox warns of impending bankruptcies as business turns back to normal operation. (Below) The 


eight new directors. From left to right: Earl N. Felio, New York; Graham H. Rothweiler, Newark; M. J. Chesmar, 


Pittsburgh; A. F. Zoellner, Grand Rapids; E. B. Gausby, Cleveland; F. G. Herbst, Milwaukee; Victor C. Egger- 
ding, St. Louis, and Arthur E. Slack, Tampa. 
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A few of the notables at the Foreign Trade Luncheon during the National Convention. Left to right: Alvin Smith, 
of the Honolulu Association; L. L. Horch, Director, New York Regional Office, Department of Commerce; Einer 
Sather, Secretary, Colt’s Manufacturing Co.; A. S. Crighton, General Manager, Canadian Credit Men’s Trust Asso- 
ciation, Ltd.; José Mola Morilla, founder of the Asociacion de Profesionale de Credito de Cuba. 


New York Savings 


Banks Show Rise 
In Deposits In 46 


The increase during 1946 in 

the supply of consumer goods, 

wv the lifting of controls and the 

subsequent rise in prices were 

all expected to have definite reper- 

cussions on the consumer income- 

savings - spending relationship and 

many economists and _ business 

analysts looked for a sharp drop in 
savings in the past year. 

Actually, however, data released 

in the Savings Banks News, pub- 


lished by the Savings Banks Asso- 


ciation of the State of New York, 
indicate that savings bank deposits 
in the State continued to grow in 
1946 in spite of the increased cost 
of living and a larger and more 
varied assortment of available con- 
sumer goods. 

In addition to healthy increases 
in total savings deposits and new 
accounts, savings bonds sales during 
1946, in New York State, totaled 
$140 million (market value) of 
which $117 million represented E 
bonds. .Redemptions aggregated 
$128 million (redemption value). 
In 1945, total sales and E bond sales 
and redemptions amounted to $228 
million, $198 million and $106 mil- 
lion, respectively. 


Charlotte: David A. Weir, 
Secretary and Assistant Executive 
Manager of the National Associa- 
tion was the featured speaker at 
the April 16th meeting of the 
Charlotte Association of Credit 
Men. 


Warren Johnston New 


| Des Moines President 


Des Moines: Mr. F. G. Phillips, Globe 
Machinery & Supply Company, Des 
Moines, dealt with the proper analysis 
of the credit risk at the March meeting. 
Mr. Phillips, it will_be remembered, was 
the author of the short article, “OBJEC- 
TIVES OF A CREDIT EXECU- 
TIVE,” published in last month’s Creprt 
& FINANCIAL MANAGEMENT. The follow- 


‘ing officers were elected at this meeting: 


President, Warren Johnston, H. E. Sor- 
enson Company, Des Moines; Vice-Pres- 
ident, Leo M. Sweesy, Jacob E. Decker 
& Sons, Mason City, Iowa; Secretary- 
Treasurer, Don E. Neiman. 


Buffalo: Florence Kinkead, Henry & 
Henry, Inc., was elected President of the 
Credit Women’s Club of Buffalo at the 
annual election on April 9th. Other of- 
ficers elected at that meeting were Rose 
Rodman, Vice-President ; Margaret 
Buehler, Secretary, and Lillian Russow, 
Treasurer. 


Speaker Discusses Lessons 
Of War At Pittsburgh Meet 


Pittsburgh: War is a costly operation 
physically, financially and morally. The 
only way we can salvage anything from 
this terrific loss is to learn from ex- 


perience. Such was the message deliv- 
ered by Leo G. Griffith, Resident Man- 
ager, Stroud & Company, at the Credo 
luncheon of the Credit Assn. of West- 
ern Penna. on April 15th. The title of 
Mr. Griffith’s talk was—“WAR—ITS 
LESSONS.” 

He is a member and director of a 
number of organizations and is a Na- 
tional Director of the Conference of 
Christians and Jews. 


Rochester Hears Expert 
Discuss “Balkanitis” 


Rochester: Imre Kovacs was the 
speaker at the April 9th meeting of the 
Rochester Association of Credit Men. 

Mr. Kovacs’ formal education was re- 
ceived in Hungary, Romania, Germany, 
Serbia, Yale Graduate School, Lancaster 
Theological Seminary and the Juilliard 


School of Music in New York. He rep- 
resented the YMCA in Yugoslavia and 
later traveled through nine European 
countries studying economic conditions. 
He was more than qualified to speak on 
the subject he chose — “Balkanitis — 
Chronic or Curable?” 


Henry H. Heimann Speaks 
At Erie and Binghamton 


Binghamton: “Problems Now Faced 
by Business” was the subject of the ad- 
dress given before the Triple Cities As- 
sociation of Credit Men by Henry H. 
Heimann, Executive Manager of the 
NACM, on April 17th. He had spoken 
earlier in the day to the New York- 
Penna. Credit Assn. at Elmira, New 
York. 

Mr. Heimann accomplished something 
of a record that day by filling both dates 
and traveling from New York to New 
York by automobile in one day. 


F. C. Scheneman Gets 
New Post at R. C. Allen 


Grand Rapids: Fred C. Scheneman 
was recently appointed to the newly- 
created post of Credit Manager of R. C. 
Allen Business Machines, Inc., according 
to an announcement by Ralph C. Allen, 
President. 

Mr. Scheneman joined the Allen or- 
ganization in 1944 as special assistant to 
the president. Besides membership in the 
National Association of Credit Men, he 
serves as secretary of the Grands Rapids 
Chapter of the National Association of 
Cost Accountants. 


Insurance Executive 
Featured at Cleveland 


Cleveland: Donald B. Woodward, 
Second Vice-President of the Mutual Life 
Insurance Company of New York, was 
the featured speaker at the April 11 meet- 
ing of the Cleveland Association of Credit 
Men. Mr. Woodward is the economic ad- 
visor for his company. He stresses the 
need to investigate the quality of man- 
agement where investments are made. 

The Treasurers’ Club of Cleveland, and 
the Robert Morris Associates joined the 
credit men at the meeting. 
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(Above, left) Fred J. Hamerin receives on behalf of the Indianapolis Association the award for membership prog- 
ress over a five-year period. (Above, center) Les Fishbeck, Grand Exalted Superzeb, awards the cup of the same 
name to the San Diego Zebra herd for the largest membership gain in 1946-1947. Mr. Fishbeck served as Vice-Chair- 
man of the National Membership Campaign during the past year and will serve as Chairman for 1947-1948. (Above, 
right) Alvin Smith, Secretary of the Honolulu Association, receives the Class E membership award. (Below, left) 
Mr. and Mrs. Gus C. Klippel caught by the camera after he had delivered the report of the Credit Interchange Board 
of Governors, of which he was Chairman. (Below, right) President Blaine caught off his guard while chatting with 
J. A. Monier, Jr., and T. J. Adams, of New Orleans. 
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Financial Statements 
Mistrusted By Most 
Of American Public 


Half the people in the United 
States do not trust financial 
i 


statements made by business, 

and this skepticism is due 
largely to a lack of understanding of 
accounting methods, according to a 
report published today by the Con- 
trollership Foundation, Inc., an eco- 
nomic research organization estab- 
lished by the Controllers Institute 
of America. The report is based on 
a survey by the Opinion Research 
Corporation financed by the Foun- 
dation. 

“It shows,” says Daniel J. Hen- 
nessy, the Foundation’s President, 
“how little understanding there is of 
accounting terms and the necessity 
for exploring means and symbols of 
expression to make financial and 
accounting statements more inter- 
esting, understandable and above all, 
believable.” 

Forty-five per cent of the persons 
questioned in a nation-wide survey 
expressed the opinion that “most 
companies actually make more than 
they report” and only forty-one per 
cent believed that “most companies 
tell the truth about their products.” 


“This report,” says the Founda- °’ 


tion, “is the first step in a broad 
program to appraise and improve the 
services of the Controllership func- 
tion. It may well serve as a fresh 
starting point for the work of all 
whose activities are concerned with 
the accumulation, dissemination and 
interpretation of the figures of busi- 
ness. 

“The survey reveals three disturb- 
ing facts,” the report declares, “first, 
that the public has an erroneous im- 
pression of the amount of profit 
made by business firms ; second, that 
a considerable section of the public 
does not understand the terms in 
which business reports are couched, 
even though they are sanctioned by 
long use; and, third, that in spite 
of certified audits and all the safe- 
guards imposed by Federal and 
State laws and regulations of the 
Securities Exchanges, a substantial 
percentage of the public distrusts the 
financial statements of business. 

“Correcting the first misconcep- 
tion is properly the responsibility of 
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management through its public re- 
lations function. Management, how- 
ever, will be able effectively to dis- 
charge this responsibility only if the 
accounting function can provide the 
figures of business in terms and 
symbols so clear that they present a 
convincing and easily understood 
picture of the operations and situa- 
tions they represent. 


“One-third of the people think 
business in general is making too 
much profit. When asked, ‘Do you 
think business as a whole is making 
too much profit, a reasonable profit, 
or not enough profit?’ 32% said too 
much, 50% reasonable, 8% not 
enough. * 

“Moreover, the public is unfamil- 
ilar with accounting terminology. 
People believe company financial 
statements are hard to understand— 
56% said that profit reports had too 
many figures and big words.” 

A section of the report is devoted 
to how the public arrives at its opin- 
ions and the extent of direct expos- 
ure to the figures presented in finan- 
cial statements. That this exposure 
is limited is indicated by the fact 
that 23% say they have never read 
any company report on the financial 
page in their newspaper, and only 
30% have read anything at all about 
profits in the newspaper recently. 

“People draw conclusions about 
company profits from a wide variety 
of impressions,” the report contin- 
ues. “One of the most frequently 
mentioned reasons for saying profits 
are high is the current price level. 
To some, plant extension suggests 
large profits. High pay for execu- 
tives, mere bigness, substandard 
goods, poor service and shortages 
frequently lead to the conclusion that 
companies are making too much 
money. 

“The present report is only a first 
step in a constructive research pro- 
gram to develop terms and tech- 
niques which will dispel the public’s 
suspicion of the bookkeeping of busi- 
ness. To accomplish this will require 
the cooperation of the accounting, 
banking, investment, and legal pro- 
fessions ; the governing bodies of the 
Securities Exchanges; and the ap- 
propriate agencies of Government. It 
is a long-range program which will 
require creative imagination, pa- 
tience and perseverance. But now 
that the problem has been posed, it 
can hardly be ignored.” 


Color Picture Presents 
New Accounting Method 


A radically new, yet basically 
simple system of accounts re- 
 ceivable control is dramatically 
and dynamically presented in 
the new twenty minute, full color, 
sound motion picture “Saving With 
SUIAP” released recently by the 
Systems Division of Remington 
Rand Inc. SUIAP denotes the Sim- 
plified Unit Invoice Accounting 
Plan that speeds and facilitates re- 
ceivable procedures. - 

“Saving with SUIAP” traces the 
development of accounts receivable 
from the “spindle” credit system of 
an old fashioned country store 
through the stages of bound books 
and loose leaf ledgers to systems of 
machine posting and the new ledger- 
less accounts receivable plan. It 
shows how this work saving plan, 
through the elimination of all post- 
ing, provides remarkable speed and 
accuracy and how positive control 
over credit and collection activities 
is established through the use of 
colored Graph-A-Matic signals. 

The advantages of a unit opera- 
tion, where one operator handles all 
credit, accounting and collection op- 
erations for a group of accounts, is 
portrayed in action and dialog. How 
records are provided with certified 
fire protection at the point-of-use 
and other unique features of the 
system are presented clearly and 
convincingly. 

The experience of many promi- 
nent users of the SUIAP system is 
described to highlight the operating 
advantages of this system in prac- 
tical day-to-day operation. 

Prints of this new film are now 
available in Remington Rand offices 
in all sections of the country—and 
showings to interested groups or to 
officials of individual companies will 
be arranged upon request. 


Toledo: The Toledo Assn. of 
Credit Men held its annual elec- 
tion on April 24th. 

The following members’ were 
elected to serve as officers for the 
1947-48 season: President, E. H. 
Weihe, Owens Corning Fiberglas 
Corp.; Ist Vice-President, J. A. 
Livi, Surface Combustion Corp. ; 
2nd Vice-President, C. H. Bruns, 
Page Dairy Company, and Treas- 
urer, T. M. Sherman, Toledo Steel 
Products Co. 
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Women in the news! (Top) General view of the Credit Women’s business luncheon. (Center) The Credit Women’s 
Executive Committee. Seated, left to right: Lucy Killmer, Julia McCauley, Blanche Scanlon, Marie Ferguson, Mar- 
jarie Jennings, Ruth Johnson. Standing: Marian McSherry, Rosa Basler, Mary Pearson, Lillian Guth, Alta Robin- 
son, Elma Hansen, Opal Stemmer. (Bottom, left) Blanche Scanlon, Chairman of the Credit Women’s National Ex- 
ecutive Committee, gives her report to the convention. (Bottom, right) a group of prominent credit women at the 
annual banquet. Standing: Lillian Guth, Julia McCauley, Marion King seated: Marie Ferguson and Blanche Scanlon. 
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New York Firms 


Dug Down Deep 
To Fete Visitors 


New York: You have to hand it to 
the New York Credit Men’s Association. 
When they set out to entertain a con- 
vention-goer they omit anything resem- 
bling a half-measure. Those who have 
just returned home from New York will 
tell you that the entertainment was defi- 
nitely in the grand style. 

To provide such entertainment you 
need a tireless committee to make the 
arrangements; you need the talent; you 
need the place to produce the talent; 
and you need the money to pay the talent 
—a small point, but one which often 
makes the difference between a good 
show and no show. 

New York abounds in talent; like any 
other credit men’s association they had 
no trouble in assembling tireless commit- 
tees by the score; New York has more 
than enough places in which to entertain 
people ; so all they needed was the money! 

Again luck was on their side. One of 
their oldest and most stalwart members 
is Past President William Fraser. He 
was appointed chairman of the Finance 
committee. Mr. Fraser, to whom a half- 
measure is poison, appealed to the mem- 
bers for help in entertaining the visitors, 
and they responded—handsomely. So 
handsomely indeed did they respond that 
the entertainment at the. Golden Anni- 
versary convention “topped the top.” 
Here is a list of those who made the en- 
tertainment program possible: 


Air Reduction Sales Co. 
American Aniline Products, Inc. 
American Can Co. 

American Chicle Company 
American Cyanamid Co. 
American Hard Rubber Co. 
American Maize Products Co. 
American Molasses Co. 

American Silk Mills, Inc. 
American Viscose Corporation 
American Woolen Co., Inc. 
Anaconda Sales Co. 

Anaconda Wire & Cable Company 
Aronson & Oresman 

Ayer, Inc., Harriet Hubbard 
Bachmann & Company, Inc., L. 
Baily & Company, Joshua L. 
Bainbridge’s Sons, Charles T. 
Balbo Oil Co. 

Bank of the Manhattan Company 
Bank of New York 

Bankers Trust Company 

Barrell Company, Inc., William L. 
Bates Fabrics, Inc. 

Beech-Nut Packing Co. 
Belden-Stark Brick Corporation 
Best Foods, Inc., The 
Bigelow-Sanford Carpet Co., Inc. 
Blumenthal & Company, Inc., Sidney 
Borden Company, The 

Brand & Oppenheimer, Inc. 
Bristol-Myers Company 
Brooklyn Union Gas Co. 
Burlington Mills Corporation of N. Y. 
Caesar & Company, H. A. 
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Cannon Mills, Inc. 

Cantor Greenspan Co., Inc., The 

Catlin’ Farish Company, Inc. 

Celanese Corporation of America 

Central Hanover Bank & Trust Company 

Century Factors, Inc. 

Century Ribbon Mills, Inc. 

Charmette Fabrics Co., Inc. 

Chase Bag Company 

Chase National Bank of the City of New 
York 

Chelsea Sales Corporation 

Chemical Bank & Trust Company 

Ciba Company, Inc. 

Cohen, Bomzon Co., Inc., I. & B. 

Cohn Hall Marx Co. 

Colgate-Palmolive-Peet Company 

Colonial-Robbins Corporation 

Colonial Works, Inc. 

Commercial Factors Corporation 

Concordia-Gallia Corporation 

Concrete Steel Company 

Cone Export & Commission Company 

Consolidated Edison Co. of New York, 
Inc. 

Continental Can Co., Inc. 

Corn Products Sales Company 

Crane Company 

Crompton-Richmond ,Co., Inc. 

Crucible Steel Co. of America 

Dan River Mills, Inc. 

Deering-Milliken & Company, Inc. 

Devoe & Raynolds Co., Inc. 

Dommerich & Co., L. F. 

Durkee Famous Foods 

Dykes Lumber Company 

Eagle Pencil Company 

Emerson-New York, Inc. 

First National Bank of Boston 

Fischer & Co., Inc., B. 

Flat Glass Credit Gronp of N.Y.C.M.A. 

Fritzsche Brothers, Inc. 

Gallagher Company, Inc., Theo. J. 

General Builders Supply Corporation 

General Electric Co. 

General Foods Sales Co., Inc. 

Gera Mills 

Glover Co., Inc., H. Clay 

Goldman, Sachs & Company 

Graybar Electric Company, Inc. 

Greenwood Mills, Inc. 

Guaranty Trust Company of New York 

Handy & Harman 

Hanley Company 

Hayward-Schuster Co., Inc. 

Henry Heide, Inc. 

Hesslein & Co., Inc. 

Hilo Varnish Corp. 

Hudnut Sales Co., Inc. 

International Business Machines Corp. 

Interwoven Stocking Company 

Irving Trust Company 

Iselin & Co., Inc., William 

Johnson & Johnson 

Julliard & Company, Inc., A. D. 

Kraft Foods Company 

Lamont, Corliss & Company 

Lawton & Co., Herbert 

Leggett & Company, Francis H. 

Lehigh Valley Coal Sales Co. 

Leidesdorf & Co., S. D. 

Liddell & Co., Inc., William 

Lily-Tulip Cup Corporation 

Lipton, Inc., Thomas J. 

McCabe Paint & Varnish Company 

McCampbell & Company 

McKesson & Robbins, Inc. 

MacFadden Publications, Inc. 





Maguire & Company, Inc., John F. 
Manufacturers Trust Company 
Marine Midland Trust Co. 
Masback Hardware Co., Inc. 
Mason, Au & Magenheimer Confection- 
ery Mfg. Co. 

Mathieson Alkali Works, Inc. 
Meadtex Fabrics Co. 
Meinhard, Greeff & Co., Inc. 
Meresman & Company 
Mill Factors Corporation 
Minot-Hooper & Co. 
Moore & Co., Benjamin H. 
Muehlstein & Co., Inc. 
Nashua Mfg. Co., Inc. 
National City Bank of New York, The 
National Distillers Products Corporation 
National Lead Co. 
National Surety Corporation 
New York Telephone Company 
North American Cement Corporation 
Oakite Products, Inc. 
Pacific Mills 
Parker, Wilder & Co. 
Penick & Ford, Ltd., Inc. 
Pepperell Manufacturing Company, Inc. 
Pfizer & Company, Inc., Charles 
Pillsbury Mills, Inc. 
Public National Bank & Trust Company. 
R. C. A. Communications, Inc. 
Reeves Brothers, Inc. 
Riegel Textile Corporation 
Rockwood & Company 
Roth Fabrics Corporation 
Schenley Distillers Corporation 
Schwanda & Sons, B. 
Seeman Brothers, Inc. 
Segal Lock & Hardware Company, Inc. 
Shapiro Bros. Factors Corp. 
Sheffield Farms Company, Inc. 
Shell Oil Company, Inc. 
Skinner & Sons, William 
Socony-Vacuum Oil Company, Inc. 
Southeastern Cottons, Inc. 
Sperry Gyroscope Company, Inc. 
Standard Brands, Inc. 
Standard Milling Company 
Stanley Co., Inc., John T. 
Stehli & Co., Inc. 
Stevens & Co., Inc., J. P. 
Straus-Duparquet, Inc., Nathan 
Stursberg & Co., Inc. 
Sweets Company of America, Inc. 
Talcott, Inc., James 
Taylor & Company, W. A. 
Textile Banking Company 
Tully & Co., Henry J. 
Turner, Halsey Company, Inc. 
Union Bag & Paper Company 
United States Plywood Corp. 
United States Steel Corp. 
Upjohn Company, The 
Vanderbilt Co., Inc., R. T. 
Walker, Incorporated, Hiram 
Warner & Co., Inc., Wm. R. 
Washine National Sands, Inc. 
Waterman Co., L. E. 
Wellington Sears Company 
Whitman & Sons, Inc., Clarence 
Whitman Co., Inc., William 
Widder Bros. 
Williams & Co., Inc., R. C. 
Witco Chemical Company 
Wolf & Co., Inc., Jacques 
Wolz, Aiken & Co. 
Woodward, Baldwin & Co. 
Worcester Salt Co. 

(Continued on Page 48) 
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(Top row, left) The speakers’ table at the Western division dinner. (Top row, left) The speakers’ table at the 
Chicago dinner. (Second row, left) Secretary-Manager Carmen Dobbs of the Georgia Association of Credit Men, 
Atlanta, and a table of Georgia delegates at the Southeastern Conference dinner. (Second row, right) A partial 
view of the Food Products Wholesalers’ Group. (Third row, left) The cement group sits down to luncheon. At the 
head table can be seen Paul W. Miller and Elliot Balestier, Jr. Hiding coyly behind someone else’s head is Henry 
H. Heimann. (Third row, right) A group of conferees at the Petroleum group meeting. (Bottom row, left) The 
speakers’ table at the food manufacturers’ luncheon. (Bottom row, right) The automotive group meeting. 
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New York Firms (cont'd) 
Worthington Pump & Machinery Corp. 
Wright Ginsberg Corp., Edmund 


Wrigley, Jr., Company, Wm. 
Yale & Towne Mfg. Co., The 


Cincinnati Forum Dissects 
Cash Discount Problem 


Cincinnati: The cash discount contro- 
versy, the credit man’s hardy annual, was 
given a thorough airing at the April 8th 
luncheon of the Cincinnati Association of 
Credit Men. 

Eight speakers, each allowed three min- 
utes to speak, presented their views on 
the different phases of the question. Otto 
E. Dreutzer was moderator. The eight 
speakers were Jos. L. Schoenberger, 
Beau Brummel Ties; B. I. Twiggs, John 
Van Range Co.; Edward Feith, Cincin- 
nati Window Shade Co.; Paul Foote, 
Standard Fruit Products Co.; Ray 
Bachus, Cincinnati Gas & Electric Co.; 
C. A. Armstrong, Drackett Products 
Co.; Ed Fessler, Schaible Co., and Joe 
Klumpe, Fairbanks, Morse Co. 


Far Eastern Situation 
Discussed at Baltimore 


The Baltimore Association of Credit 
Men held its regular monthly dinner on 
April 22nd, at which Dr. Owen Latti- 
mode, Director of the Walter Hines Page 
School of International Relations of 
Johns Hopkins University, discussed the 
current situation in the Far East. 

Dr. Lattimore, who is considered a 
top ranking American authority on this 
subject, pointed out that the Far East 
is particularly important at this time in 
view of its potentiality as an outlet for 
American export production. 

In the Philippines there is a difficult 
situation, according to the speaker, and 
it will get more difficult before it is 
solved. However, a most favorable con- 
dition does exist in the high degree of 
American prestige, due to the fact that 
independence was once promised at a 
certain date and the people actually re- 
ceived it on that date. 

Touching on the once great textile 
industry of Japan, the speaker said it 
was far from a desirable business now 
due to the high cost of raw materials, 
all of which it is necessary to import 
today. The cost of these materials is 
far too high in proportion to that of 
labor. 


New York Institute Chapter 
Addressed by Alfred Marrow 


New York: The speaker at the April 
forum of the New York Chapter, Na- 
tional Institute of Credit, was an unusual 
combination of the theorist and the prac- 
tical man. 

He was Dr. Alfred J. Marrow, Presi- 
dent and Research Director of the Har- 
wood Manufacturing Co. Besides being 
President of a well-known textile firm, 
he is its research director, a Ph.D. in 
psychology, lecturer, editor and writer. 
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MEMBERSHIP PROGRESS REPORT 


Summary of Gains Achieved by Leaders in 
the Six Classes from May 1, 1946 

to April 30, 1947 

Net Total 

CLASS A Gain Mar. 31 

San Francisco .. 193 1125 120.7 

Los Angeles .. 199 11655 140.1 

Louisville 123 1097 112.62 


CLASS B 
Kansas City ... 137 537 
Cincinnati ...:. 135 -.575 
Baltimore . 68 475 


CLASS C 
San Diego .... 83 295 
Omaha 43 287 
Dallas S2.: a8 


CLASS D 
Houston .....:.°45 23 
Lexington ..... 3] 183 
Birmingham ... 31 


CLASS E 
Honolulu 52 
Terre Haute ... 25 
Columbus 18 


CLASS F 
Waco .. 26 186.66 
Elmira . 15 35 175 
Sioux Falls .. 16 42 161.53 


Percent 


134.25 
130.68 
116.7 


139.15 
116.66 
114.47 


128.48 
120.39 
117.91 


159.09 
154.34 
135.29 


Clarence E. Wolfinger 
Will Head Eastern Penna. 
Association Next Season 


Philadelphia: The annual meeting of 
the Credit Men’s Association of East- 
ern Pennsylvania was held on April 24, 
with a large crowd attending. 

Clarence E. Wolfinger, Lit Bros., was 
elected President. Also elected to Vice- 
Presidencies were Edwin I. Atlee, Jr., 
I-T-E Circuit Breaker Co.; Charles B. 
Weidman, Philadelphia Terminals Auc- 
tion Co.; Morgan F. Moore, Lumbermens 
Mutual Casualty Co. and Alfred C-. 
Schnitzler, National Airoil Burner Co. 

Archie T. Rickards, twice President of 
the Association, who recently retired, was 
elected an honorary member. The Plus 
One Club Award of Merit was presented 
to Charles E. Fernald. 7 


Landscape Gardeners Can 
Make Factories Attractive 


A very interesting booklet has 

come into the National office from 

\ Mr. Harold E. Hunziker, Secy.- 

Treas. of the National Landscape 

Nurserymen’s Association, Niles, 
Michigan. 

Entitled “Industry Need Not Be 
Ugly,” the booklet shows how intelligent 
landscaping can make a factory a very 
pleasant thing indeed to look at. Pic- 
tures of such factories as The Industrial 
Tape Corp. of New Brunswick, N. J.; 
Benjamin Electric Mfg. Company in Des 
Plaines, Ill.; The Cincinnati Milling Ma- 
chine Company; The Friden Calculating 
Machine Co., San Leandro, California, 
and many others prove that industry in- 
deed need not be ugly. 


Credit Men, Salesmen 
And Purchasing Agents 
Meet at Los Angeles 


Los Angeles: The first of a series of 
annual meetings of the Purchasing Agents 
Association, Sales Executives Club of 
Los Angeles and the Los Angeles Credit 
Managers’ Association was held at the 
Los Angeles Breakfast Club on Wednes- 
day evening, April 2. 

This meeting was conceived and 
planned by the following executive of- 
ficers: Boyd H. Gibbons, Jr., President, 
Sales Executives Club of Los Angeles; 
Larry T. Bleasdale, President of the 
Purchasing Agents Association; Lewis J. 
Ashby, President, Los Angeles Credit 
Managers’ Association. These men real- 
ized the necessity of close cooperation in 
the intensive competitive business now 
being faced, also the benefits to be real- 
ized by closer association and a complete 
understanding of their mutual problems. 

Mr. George W. Aljian, President, Na- 
tional Association of Purchasing Agents, 
purchasing agent for the California Ha- 
waiian Sugar Co., was the first speaker 
and graphically outlined the benefits to 
be derived by the close cooperation of 
purchasing and credit—“The purchasing 
agent must have knowledge of the finan- 
cial stability of the firm from whom he 
is purchasing. This and many other 
questions can be answered by their co- 
executive, the credit manager.” 

The principal speaker, Mr. Walter 
Williams, President of Continental, Inc., 
of Seattle, selected as Seattle’s First Cit- 
izen in 1945, member of the National 
Board of Trustees for C. E. C. from Se- 
attle in 1946, chose as his theme “Not 
Good if Detached.” He graphically cov- 
ered not alone the desirability but the 
necessity of a recognition by management 
of the team of purchasing, sales and 
credit and the necessity on their part of 
team work. 

The Los Angeles Credit Managers’ 
Association will be the host association 
at the next annual gathering. 


Robert O. Bonner Ends Long 
Association With L. S. Ayres 


Indianapolis: Robert O. Bonner, Credit 
Manager of L. S. Ayres & Co., has re- 
signed after forty-four years in that 
position. 

He will be succeeded by H. A. Baker, 
Assistant Credit Manager for the last 
several years. A new position of Credit 
Manager emeritus has been created for 
Mr. Bonner in recognition of his out- 
standing service. He was President of 
the Indianapolis Assn. of Credit Men in 
both 1917 and 1922. 


Credit-Collection Manager: College Graduate. 
Twenty (20) years practical experience. | Whole- 
sale, retail and_ installment credits with out 
standing companies. Thorough experience wi 

coordinating work between departments and 
handling personnel. Very sales minded. Ac 
counting, auditing and legal background. Pres- 
ently employed by AAAI company as District 
Credit Manager. References furnished. Box 
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